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THE GROWTH AND PRESENT SITUATION OF THE 
PUBLIC FINANCES OF ITALY. 


I. INTRODUCTORY AND BOOK-KEEPING EXPLANATIONS. 


Ir we wish to obtain a bird’s-eye view of the history and 
present situation of Public Finance in Italy we must take note of 
certain fundamental principles regulating their system of Public 
Accounts. But the Italian Budget is a complex one, and it will 
be impossible to unravel all its mysteries in a necessarily brief 


study. For our purpose let it suffice to say that there are two 
fundamental accounts. The first is the Annual Income and Ex- 
penditure Account, which from 1862 to June 30th, 1884, ran from 
January 1st to December 31st, and from July 1st, 1884—though 
there was an exceptional Budget for the first six months of that year 
—from July 1st to June 30th of the following year. This account 
comprises all the receipts and all the expenditure which affect the 
final Balance Sheet of the Treasury, such as the income from 
taxes, public services, public lands, Government loans, excepting 
ordinary Treasury Bills, and the current and extraordinary expen- 
diture. The second is the Treasury Account, which shows the 
Treasury balances at any single moment, by giving the figures of 
the Treasury credits to all administrative departments, public 
bodies, and private debtors, and all the Treasury debts, among 
which are comprised Treasury Bills. The “Income and Expendi- 
ture Account” may be said in a general way to give a dynamic 
view of all the sums which are handled by the Treasury, either 
as income or expenditure. The “Treasury Account,” on the other 
hand, gives a static view of all the credits and debts, out of which 
at any single moment arises the existing Exchequer balance. 
Of the two, the more important account is the first. 
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When I say that the “Income and Expenditure Account” 
comprises all public receipts and expenditure, one must allow for 
some exceptions. Of these the most important since July Ist, 
1905, have been the accounts of the State Railway Administration, 
which are stated separately, only the net profit being entered as 
income into—or the net loss charged against—the general Income 
and Expenditure Account. 

There are, it is true, other minor exceptions to the rule of 
one Budget, such as the Ecclesiastical Fund and the Emigration 
Fund ; but these are of small consequence. Of greater weight is 
the division of the general ‘Income and Expenditure Account ” 
into four categories :— 

I. Effective income and expenditure. 
II. Receipts and expenditure for Railway Construction. 
III. Receipts and expenditure for Capital Investments. 
IV. Receipts and expenditure which cancel each other (partite 
di giro). 

Of the last category we need say but little. It includes those 
sums which are paid into the Exchequer, not for its own use, but 
to be handed over to other public bodies, such, for instance, as 
Local Governments. These payments do not leave the Exchequer 
any better or worse off, and may in consequence be ignored. 

The distinction between the first category on the one hand 
and the second and third on the other is important, for the first 
comprises the ordinary current income and expenditure, the other 
two the extraordinary capital accounts. These last, in fact, 
include any capital expenditure, such as that on railway construc- 
tion, which may be covered by loans or sales of ‘State property. 
There are, however, frequent exceptions to the general principle. 
Most public works expenditure is met by current income, and it 
has frequently happened, especially in affluent years, that a certain 
part of what is, in fact, capital expenditure has been charged 
against the national income; and, vice versd, in stringent years 
expenses of a current nature have been charged against the capital 
account. But in theory the rule is that the effective income must 
suffice to pay for ordinary and extraordinary economically unpro- 
ductive expenditure, while debts may be incurred when the object 
is to construct railways, or ports, or generally to invest capital 
in a remunerative way, so that the net financial results may be 
sufficient to pay interest and amortisation on the capital sunk. 
The war expenditure, therefore, as it does not increase the State 
revenue, is to be charged to the effective expenditure ‘account. 
From the above it follows that a deficit or a surplus has a 












































wholly different meaning for the different categories. In the first 
category a surplus is a good and a deficit a bad thing, as a surplus 
arises from an excess of receipts over expenditure, and a deficit 
from the opposite cause. In the second and tkird categories a 
surplus is, prima facie, a bad thing, as it indicates that the debts 
created exceed the increase in the capital value of the State 
property (expenditure on railway construction, &c.), while a 
deficit is a good thing, as it shows that the State property (as 
per expenditure side) has increased in value more rapidly than the 
new public debts (as per income side) have grown. 

The first and the two other categories are, of course, inter- 
dependent, as a deficit in the first (current income and expendi- 
ture) category must be covered by a surplus in the other two, 
mainly in the third, which is the more important. That is, 
an excess of current annual expenditure over income must 
obviously be covered by a debt, which means a surplus in the 
third category. On the other hand, the Minister of the Treasury 
may avoid the creation of a new debt if further capital expendi- 
ture prove necessary by employing any surplus or excess of 
current income over current expenditure there may be in the 
first category. Therefore the last two categories must, under such 
circumstances, close with an apparent deficit. 


II. Past History. 


Hoping that these explanations will suffice to make clear the 
meaning of our Budget figures, I beg leave to present a few 
historical tables. 

I will give first figures of current income and expenditure, and, 
for the sake of brevity, select a certain number of representative 
years. 





(In millions of lire.) Effective 
c = ~ Surplus 
Expend- (+)or 
Income iture deficit (—) 
First po of united 
budget ... . 1862 480-26 926-72 —446°46 
Period of | War ii Austria.. 1866 617-13 1,338-58 —721-45 


construction | Fall of Conservative 
(Right sienitail from 


power... 1876 1,123°33 1,102-63 + 20-70 
Abolition of the tax on 

flour (macinato) ... 1881 1,278-02 1,224-76 + 53-26 
Period of | Deficits begin anew ; 
prosperity wheat duty intro- 

and duced... 1885-86 1,409-:10 1,432-61 — 23°51 
expansion | Maximum defence- 
budgets, Crispi’s 

Cabinet ... ... ... 1888-89 1,500-84 1,736-21 —235-37 


LL Q 
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(In millions of lire.) Effective 


cr 





Surplus 
Expend- (+) or 
Income _iture deficit (—) 

Saving Cabinets (Luz- 


Period of zatti, Sonnino) ... 1892-93 1,550-61 1,569-39 — 18-78 
crisis and | Economic Depression, 
restriction Erithrean wars, New 

= Taxes (Sonnino) ... 1893-94 1,517-12 1,616-55 — 99-43 


Popular disturbances 1897-98 1,629-49 1,620-03 +9-46 


Beginning of a new 


Period of period of prosperity ; 
renewed growth of revenue 
and expenditure ... 1902-903 1,794:75 1,695-98 +98-77 


pr — Maximum surplus; con- 
version (in 1906) of 


Consols from 4 to 
34 percent. ... ... 1906-907 1,954-56 1,856-31 +98-25 


expansion 


Period of the Lybian war and Rail- 

1910-911 2,403-39 2,391-82 11-57 
way reconstruction; the last| 1911-919 2'475.39 3587-18 — 111.83 
yoans of Batencing in she Se- 7 1918-018 SOOe8! 2 i008! —260-0 
nary budget and of deficits due | 1913 914 9'523-75 2,687-66 —163-91 
to extraordinary expenses 


The above table tells its own story. We begin with huge 
deficits, all the greater when compared with the slender revenues, 
which even threatened to render the Government unable to honour 
the State signature. 

The period from 1866 to 1876 may well be called the heroic age 
of Italian financial history. Signor Quintino Sella, the Finance 
Minister, a portrait and marble statue of whom may be seen at 
the entrance of the Roman Treasury Palace (our Somerset House), 
as the true god of the place, courageously set to work, remodelling 
the revenue system and imposing high taxes, which Italians 
valiantly paid. Hence, when in 1876 the old Conservative Party, 
the true makers of the Italian State machinery, whose leaders 
were bred in the same ideal world from which sprang the great 
British statesmen of the Victorian age, fell from power, the huge 
deficits had been converted into a small surplus. 

The period from 1876 to 1889 was.a time of prosperity. The 
Left, or Progressive, Party, and afterwards the Fusionist Party, 
took advantage of the increasing revenue and entered upon an 
ambitious policy of railway construction and colonial expansion. 
They abolished, moreover, the odious macinato, or tax on flour, 
only, however, to replace it after a few years by a still worse 
duty on foreign wheat. The programme was beautiful, but very 
soon, under Crispi’s Cabinet, the expenditure exceeded the 
revenue, and the year of the maximum war Budget was also the 
year of maximum deficit. Then follows a troubled period, which 
extends to 1897-98, of which the characteristic features were 
economic depression in the country, Abyssinian wars, meritorious 
efforts on the part of a saving Cabinet (popularly known by the 
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nickname of “Compagnia della Lesina,” “The Awl Company” ?), 
to reduce the public expenditure and to increase the revenue by 
new taxes. Of these perhaps the most interesting was the increase 
of the tax on Consols coupons from 13°2 to 20 per cent., which 
lowered the rate of interest from a nominal 5 and real 4°34 per 
cent. to 4 per cent. The most prominent financial members of 
this and succeeding Cabinets were Signor Luzzatti, Signor Boselli, 
and Baron Sonnino. At length the goal was attained. In 1897-98 
the expenditure was reduced to t,620°03 million lire, that is, about 
116 millions less than in the year of maximum expansion (1888-89), 
while the revenue increased from 1,500 to 1,629 million lire. 

In May, 1898, popular disturbances broke out at Milan and 
in various other places. But this was the last year of crisis and 
discontent, and marked the beginning of a new era of prosperity. 
The lesson of experience had been learnt. Popular liberties were 
respected, and for the first time the right of the people to form 
Trade Unions or to strike was admitted. 

From 1897-98 to 1906-07 there was a succession of very satis- 
factory Budgets, and the revenue continued to increase without 
new taxation being imposed. The most eventful year was 1906, 
when 8 milliard lire of 4 per cent. Consols were converted at a 
single stroke to a lower rate—from 4 to 3? per cent. for five 
years and afterwards to 3} per cent. This conversion, which 
followed after an interval of only twelve years the forced reduc- 
tion from 4°34 to 4 per cent. mentioned above was a truly great 
achievement, rightly comparable to Goschen’s famous conversion 
of British debt. 

With the expansion of revenue, however, the expenditure 
increased also, owing to a number of causes, of which I will only 
put on record the increase in the number of public servants and 
in the amount of their salaries. The public servants on the 
ordinary pay roll—exclusive of temporary employés—were as 
follows at various dates :— 





General Railway 
Budget Budget Totals 
July 1—1882. 
pS eee ee 98,354 — 98,354 
Total salaries, lire... ... .... 171,512,800 oe 171,512,800 
July 1—1907. 
TURING os5 > acs eee. eee “nee 139,216 92,205 231,421 
Total salaries, lire... ... ... 282,547,980 119,561,070 402,109,050 
July 1—1914. 
PEMUNOR ics. eae. aes, Tae bea 169,166 117,504 286,670 
Total salaries, lire... ... ... 389,868,630 177,131,340 566,999,970 





1 Lesina—an awl; lesinare—to economise. 











498 THE ECONOMIC JOURNAL [DEc. 





With the outbreak of the world crisis of 1907 and its repercus- 
sions in Italy, there began a serjes of lean years. But it should 
be remarked that, notwithstanding the increased expenditure, the 
last Budgets would have closed with a surplus, had it not been 
for the extraordinary expenses of the Lybian war. Although these 
expenses were only partially classed as effective expenditure, and 
were forthe greater part charged to “Treasury Account,” to be 
liquidated in instalments at a later date—a bookkeeping arrange- 
ment which was, by the way, much criticised in the Press and 
by Baron Sonnino in the House of Deputies—still they explain 
the deficit. In 1911-13 the war costs charged to effective expendi- 
ture amounted to 152°28 million lire, and in 1912-13 249°88 
million lire. As the Lybian war expenses were, however, effec- 
tively covered by debts, and as the ordinary effective Budget 
sufficed to pay the interest charge of these debts, one may say 
that, apart from the liquidation of the capital expenditure 
incurred, the Italian ordinary Budget was self-sufficing when the 
European war broke out. 

Let us now turn to the extraordinary Budget, or, to continue 
our nomenclature, to the second (railway construction) and third 
(capital investment) categories of the general Budget. For the 
sake of clearness and brevity it may be useful to lump the two 
categories together, the more so as they are both related to 
capital expenditure, and as in recent years, since the national- 
isation of railways (July 1st, 1905), the State railway capital 
expenditure is for book-keeping purposes mainly provided for 
by allowances out of the third category. 


(In millions of lire.) Revenue Expendi- Surplus (+) 
ture or deficit 
(=) 

1862 70-04 23-68 + 46-36 

Period of construction 1866 847-02 61-48 +785-54 
1876 190-50 218-61 — 28-11 

Period of prosperity { 1881 174-17 176-54 — 2-37 
and expansion 1885-86 242-90 204-47 +38-43 
1888-89 273-37 268-46 +4-91 

: = 1892-93 141-21 113-09 + 28-12 
Pvtnd of cle and 1893-94 242-44 201-87 440-57 

: —_ 1897-98 38-81 49-38 —10-57 

Period of renewed prosperity 1902-03 85-33 114-39 — 29-06 
and expansion 1906-07 233-53 229-93 +3-60 
1910-11 372-03 304-06 + 67-97 

a 1911-12 412-95 301-12  +111-83 
an Sake as 1912-13 661-53 400-75 + 260-78 

y 1913-14 566-13 371-21 +194-92 


The table should be read in conjunction with the previous one 
on effective income and expenditure. In a general way, one may 
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say that to a deficit in the first table corresponds a surplus in the 
second, which is, as above explained, a rational result. The 
surpluses and the deficits do not, however, exactly tally, as would 
be the case if the ‘Income and Expenditure Account” were self- 
sufficing. In some years even (as, for example, in 1906-07, and 
again in 1910-11) the ordinary and the extraordinary Budgets 
both close with a surplus. The explanation lies in the fact noted 
above that there exists also a separate “Treasury Account,” which 
is drawn upon to make good a Budget deficit, that is in the ordin- 
ary or first category and extraordinary, or second and third cate- 
gory, considered as a whole, and is replenished if a surplus occurs. 
Thus it happens that the floating debts of the “Treasury Account” 
—of which no notice is taken in the annual Budget—are increased 
by a series of ‘deficit years,’ and diminished by a series of 
‘surplus-years.’ 

Considering the above series, an interesting fact may be noted : 
in the periods of construction and prosperity (1862-76, 1881- 
1888/89, and again in 1902/03—1913/14) the capital expendi- 
ture on railway construction and other investments grew ; while 
in the years of crisis (1892/93—1897/98) these expenses were 
cut down and reduced to a minimum. 

We may in conclusion, by a simple arithmetical rule, sum up 
all the expenses and revenues from January Ist, 1862, to June 
30th, 1914, and while taking note of the initial and final balances 
of the Treasury Account, construct a gigantic single account of 
Italian finance from its inception. 





Expenditure Receipts 
vv 
(In millions of lire.) in the Treasury 
Deficit in the Treasury account, January 1, 
E962 4s cs a 13-26 
Effective or current expenditure (as per 
Income and Expenditure account) from 
January 1, 1862 to June 30, 1914... ... 79,174-01 — 
Capital—railway construction and other 
investments—expenditure, ditto ... ... 9,404-49 — 
Losses and expenses iat to a ; 
account, ditto... . . 421-81 — 
Effective or current revenue ‘(as ‘for i income 
and expenditure account), ditto ... .. _— 75,601-26 
Extraordinary (debts and sales of state 
property) income, ditto... 0... ws. ee — 13,414-66 
89,000-31 
To balance, surplus of the Treasury account, 
wune'S0, EGEG ccs see oes: eke ke oe 28-87 — 
89,029-18 89,029-18 


The totals are in part fictitious, as they represent the sums 
of items belonging to different years. But they are useful in so 
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far as they give us a tabular synopsis of Italian financial history 
since the achievement of unity. A debt and a loss of patrimony 
of 13,416°66 million lire was incurred in the fifty-two years to 
cover a total current deficit of 3,572°72 million lire (79,174°01- 
75,601°26), other extra-Budget losses and expenses amounting to 
421°81 million lire, and a capital expenditure of 9,404°49 million 
lire. Roughly, we may say five-sixths of this sum was raised by 
loans, and one-sixth by sale of lands (mainly ecclesiastical) and 
other State property. The debt figure may seem great—or seemed 
great before the present war, when all past figures are growing 
smaller and smaller—but we must remember that we had in the 
meantime to liquidate the burden of the war of independence, to 
supply funds for the war against Austria (1866), for the conquest 
of Rome (1870), for colonial expeditions, Erithrean and Lybian, 
to build almost the whole of our railway system, to sink millions 
in ports, roads, and in reclaiming swampy lands, to spread 
elementary and secondary education, which were almost non- 
existent before national unity was achieved, and to create a sanitary 
machinery, by which the death-rate has been reduced from 30°6 
in 1863-67 to 18°2 per mille in 1912. The price paid for attain- 
ing these ends was, indeed, high ; but I wonder if any other State 
has done better. Our economic and financial policy has not been, 
perhaps, the best possible ; but I think that nations in the making, 
as Italy was in the past half century, and still is, are very apt to 
err; and Italy’s wanderings, especially in protectionist directions, 
were many, and certainly not beneficial. But, if it were com- 
patible with the object of the present essay, I am confident I 
could show that, notwithstanding the crushing weight of high 
taxation and high protection, our economic progress has been by 
no means small. Suffice it to quote only one figure. In the year 
1862 Signor Maestri, a statistician of repute, valued our annual 
agricultural produce at 2,842 million lire, with a mean gross 
product of 119 lire per hectare (24 acres). In the year 1912 
Professor Ghino Valenti, the greatest Italian authority on agrarian 
economics, valued the annual agricultural production at 7,000 
million lire, with a mean gross product of 290 lire per hectare. 
As agriculture is our most important industry, and occupies almost 
half the Italian population, the effect of so striking a progress— 
@ progress in quantities as well as in values—upon the welfare 
of the masses could not but be notable. It is difficult, no doubt, 
to trace accurately the connection between public expenditure and 
economic progress, but it seems sure that vastly better roads, 
an improved railway system, better education (elementary and 
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technical), better sanitation, &c., have had something to do with 
the progress accomplished. 


IIT. PRESENT STRUCTURE. 
What, then, is the present structure? To describe it, we 
have to return to the 1913-14 figures, the last in our series. In 
what manner was the effective expenditure amounting to a total 


2,687°66 million lire apportioned ? 
1913—1914. 





(In millions of lire.) 


Financial expenditure... ee) as “a 
Debt service and other deed: alah eames aaa 703-651 
Cost of collection of taxes and industrial costs of the 

fiscal monopolies (salt, tobacco and lottery)... ... 312-049 


1,015-70 


1,015-700 
mean aee 918-18 
609-100 


Defence expenditure 
ais ae 309-086 


War ... 
Navy 


918-186 


Civil services ; aac ee 
General administration, police, sanitation . rage Neuse eae 152-704 
External representation nae BaD oer 31-841 
Justice ws Se. ene Sak eee’ see eva den ‘eas 58-668 
ag a a Ne OEE DEN 149-936 

393-149 

Public services and economic development Preeti etry 
Public Works Board .. PERE AS ect rota ere 172-855 
Board of Agriculture and Ms Cl ue ge 39-633 
Post, telegraph and telephone AmB C ire ere 148-138 


360-626 
Grand Total ... ... ... 2,687-66 


A somewhat similar classification of public expenses for the 
year 1868 would have given a total expenditure of 1,014°36 million 
lire, a financial expenditure of 621°74 millions, a defence expendi- 
ture of 202°20 millions, a civil services expenditure of 94°47 
millions, and a public services and economic development expen- 
diture of 95°95 million lire. Between 1868 and 1913-14 the total 
expenditure has increased by 165 per cent.; but the financial 
expenditure has risen only by 63 per cent., while the cost of 
defence, of the Civil Service, and of economic development 
have increased by 354, 316, and 275 per cent. respectively. The 
increase in the defence Budget was mainly due to “extraordinary ” 
expenses, which in 1913-14 absorbed almost 40 per cent. of the 
total expenditure for that year; and however little one may hope 
for a future decrease of defence expenditure, it is probable that 
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the next peace Budgets will not permanently exceed the figures 
which in 1913-14 were sufficient to cover both ordinary and extra- 
ordinary expenditure. 

Against an expenditure of 2,687°66 million lire, the effective 
revenue amounted in 1913-14 to 2,523°75 million lire. We may 
summarise the various items of public revenue as follows :— 


(In millions of lire.) 1868. 1913-1914. 
—aoaort"_—_oo ———§$_ 
Income from public domain . ne sy ieae> oe 46-64 a= 44-78 
Crown lands and other * patrimonial 
revenues * Sas Wines ales 
State Railways net revenue 


Income taxes .. 
Tax on land i income . 
» »» house ,, . 
»> 9», Other (mobiliar) i income 


Succession, stamp and other business taxes... 

Succession, stamps and alae 

duties : Bale te 
Taxes on Railway transport se 


Indirect taxes : 
Excise, other than on sugar 
Sugar excise 


Custom duties, other ‘than. on "wheat 
Wheat duty ; pity See 
Internal duties (octroi) 


State Monopolies ... 
Gunpowder... 
Salt... 
Tobacco 
Lottery 


Public services 
Post 
Telegraph ... 
Telephone ... 
Quinine 
Others 


Minor items ... ‘ 

Deposit and Loan State Bank’s net 
profit .. sei ; 

Issue Banks’ profit, State’s share ... 

Other minor revenues... ee 

From public administrations as reim- 
bursements and contributions towards 
public expenses 


Grand Total ... ... , 2,523-75 
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The income from public domain and the minor items present 
some points of interest. The income from public domain would 
be dwindling were it not for the net revenue of the State railways. 
The figure of 28°07 million lire is not, however, the true net 
revenue of the State railways, but the sum which the railway 
administration has paid into the general Treasury, and it may 
be considered equal to the yield of the original capital, that is, 
the capital sunk in the State railways prior to July 1st, 1905, 
the interest and sinking fund of which are charged to the Public 
Treasury ; while the Railway Administration Board pays interest 
and amortisation directly on the new capital, that is, the capital 
spent since the Act of Nationalisation (July 1st, 1905). The com- 
bined total capital sunk into the State railways was, on June 30th, 
1914, 7,101 million lire. The gross product in 1913-14 was 575 
million lire ; the proportion of the running expenses to gross pro- 
duct was 73°70 per cent., so that only 121°2 million lire were left 
as gross profits, from which various deductions would have to be 
made before arriving at the net profit. A slender remuneration 
on a capital of 7,101 million lire, perhaps less than 1°5 per cent. ! 
But the railway system was not built—so runs the theory current 
in Italy—as a private, but as a public enterprise ; and although 
the real railway Budgets do not make both ends meet, leaving 
the Treasury, that is, the taxpayers, to pay the huge deficit 
(perhaps 200 million lire yearly) on the interest and amortisation 
on the capital, the people reap the advantages of the improved 
connections, economic development, and military defence. During 
the past May—June mobilisation the railways did a truly splendid 
service to the army, without suspending or only slightly reducing 
the ordinary traffic. 

The two items under “ Banking Profits,” although small, are 
also interesting. The net profit of 2,756,000 lire is the result of 
the working of the largest Italian bank, the “Deposit and Loan 
Bank,” or Cassa dei depositi e prestitt, a State institution, which 
controls the investment of over two billion lire of the Postal 
Savings Banks and of over 300 million lire of various provident 
public funds (elementary teachers, local bodies, clerical and 
medical staff, &c.). The profit was small, but the Bank works 
without capital and at cost. In Italy there is no market for bonds 
of local bodies, as all loans raised by them are obtained through 
the instrumentality of the Deposit and Loans State Bank, from 
the monies of the Postal Savings Banks, and of the provident 
public funds. This State Bank finances also sanitation, irriga- 
tion, aqueducts, and other public undertakings. The State’s 
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share of the profits obtained by the three banks of issue (Banca 
d’Italia, Banco di Napoli, and Banco di Sicilia) amounted in 
1913-14 to 5,915,000 lire, and is growing. As the right of note 
issue is a monopoly, the State earns a third part of the excess 
profits over 5 per cent. on the capital of the issue banks, and a 
half of the same excess over 5 per cent. when the profits exceed 
6 per cent. 

The postal, telegraph, and telephone services are run at a 
profit, with a total revenue of 170,446,000 lire, and a total expense 
of 148,138,000 lire. The charge upon ordinary letters has been 
lowered in recent years from 20 to 15 cents (of a lira), and the 
cost of a ten-word telegram from 1 lire to 60 cents. The annual 
charge for the telephone service is 160 or 200 lire, without extra 
payments for intra-communal calls and with variable fees for 
inter-communal calls. 

Having thus disposed of the non-tax revenues, we have to 
consider the tax system. A simple method would be to sum- 
marise the whole matter in two figures—taxes on wealth, 879 
million lire (540°7 income taxes and 3383 succession and stamp 
duties); and taxes on consumption, 1172°4 million lire (625°3 
indirect taxes and 54714 State monopolies). The balance of 
taxation seems unduly over-weighted against taxes on consump- 
tion. Put we must remember that the figures for State mono- 
polies are gross income, so that, to arrive at the net taxation 
charge, we must deduct the cost of making and selling salt and 
tobacco, and of paying lottery premiums, which the consumer 
would have had to pay or to receive even if the State monopolies 
were non-existent. The deduction is made as follows (in lire, 000 


omitted) :— 
Percentage of 


Net net revenue 
taxation to gross 
Gross income. Expenditure. revenue. income, 
REONG sits’: ass’) asain cas ace OE Oe 15,612 74,579 82-69 
"POUBOOO. .cc sss Kee vee OAD BET 82,521 267,306 76°42 
ERUCTY oes ates ase ce | HOTLIST 55,408 51,720 48-27 


If we substitute the net total (393,605,000 lire) for the gross 
revenue figure, we obtain a sum of 879 million lire for the yield 
of the taxes on wealth against 1,018°9 million lire for the yield 
of the taxes on consumption. The scale is thus better balanced 
between direct and indirect taxes than it appears at first sight, 
and would be even better balanced if we could take into con- 
sideration also the local taxation system, in which the income 
taxes are of much greater weight than those on consumption. An 
excess of taxation on consumption remains, however, owing to the 
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weight of the protective (private) taxation which is incident on 
custom dutes. The figure of these protective taxes, if it were 
possible to calculate it, would run into several hundred millions 
of lire. The wheat duty alone (25 lire per ton), from which the 
State received in 1913-14 some 83 million lire, affords to the 
protected wheat-growers at least 150 million lire at the expense 
of the non-agricultural population. Thus it is with every one 
of the 1,200 items of our custom tariff. The protective tariff, the 
salt tax (the salt is sold by the Government at a price of 40 cents, 
about 4d., per kilogram), and, as some would add, the lottery, 
are, together with the high rates of taxation, the main defects 
of our financial system, which has, on the other hand, some 
admirable features. 

The high rates of taxation have been the cause of many past 
disillusions. In the heroic age of our finance (1862-1876) when 
the dread of a deficit was ever present, and when the national 
income and wealth were small, the taxes were raised to impossible 
heights with the usual results of evasions and enormous diffi- 
culties in the administrative verification of taxable incomes. At 
present the State rates for the income taxes are 10 per cent. on 
income from land, 18°12 per cent. on income from house pro- 
perty, and 23°46 per cent. (nominal rate) on the other incomes 
(industrial, professional, commercial incomes, salaries, &c.). 

About the last we will say something more presently. As to 
the two first, local bodies enjoy the right of super-taxation. Thus 
it generally happens that the total rate, that of State and local 
bodies together, amounts to 30 per cent., and not infrequently 
to 50 and 60 per cent. of the net taxable income. The situation 
is somewhat analogous to the British local taxation system, as I 
think that the income from real property is liable to a State 
income tax and super-tax and to local rates, while personal income 
contributes little to the latter. The apparent crushing weight 
of the enormous State and local taxes on land and house income— 
which in a few parishes reach even 100 per cent. and more of net 
taxable income—is, however, diminished by the smallness of the 
officially taxed income compared with the true income ; frequently 
it happens that the rates are the highest where the valuation of 
income is the lowest. The true work of Italian Chancellors of 
the Exchequer should be the diminution of the tax rates and a 
rigorous valuation of true taxable incomes. But, alas! I fear 
that the present war will once more postpone this, the greatest 

of all possible improvements of our financial machinery. 
The admirable feature of our financial system is the dis- 
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crimination of incomes which is pushed farther than in any other 
European country. While British statesmen recoiled before the 
suggestions of the Hubbard Committee, and only quite recently 
adopted the, to my eyes, very imperfect discrimination between 
earned and unearned incomes, the Italian statesmen, as far back 
as 1864, drew a distinction between (a) incomes from capital alone, 
(b) incomes from capital and labour (industrial and commercial 
incomes), (c) incomes from labour alone (professional incomes, 
salaries, and wages), taxing the first on their entire sum, reducing 
the second class incomes by two-eighths, and taxing the residual 
six-eighths; and taxing the third class incomes only upon five- 
eighths of their amount. Subsequently the third class was divided 
into two, and a fourth formed, comprising public salaries, which 
can be and are valued at their exact amount, and one-half of which 
is exempt. Thereafter various other reforms were enacted from 
time to time, so that, instead of the above-mentioned general rate 
of 23°46 per cent., the tax on all incomes, save those from land 
and houses, is roughly as follows :— 

I. 20 per cent. on the interest of capital lent to the State and 
other public bodies. 

II. 17°60 per cent. on the interest of capital lent to private 
individuals and companies. 

III. 11°73 per cent. on industrial and commercial incomes. 

IV. 10°56 per cent. on professional incomes and salaries 
(exclusive of salaries to public servants). 

V. 862 per cent. on the salaries of public servants. 

These rates are for all incomes in class I. and II., but apply 
only to incomes of 1,500, 1,667, and 2,000 lire and over respec- 
tively for the third, fourth, and fifth schedules. Below these 
limits various abatements are granted. 

Among the stamp and registration duties, the most interesting 
tax is the succession duty, which was lately modified by the Act 
of September 27th, 1914, and now ranges, according to consan- 
guinity, from a minimum rate of ‘8 per cent. when the heir receives 
from 300 to 1,000 lire, to a rate of 7 per cent. when the sum 
exceeds 2,000,000 lire, and so on, rising as the relationship 
becomes more distant, up to relations beyond first german 
cousins, from which point the rate varies from a minimum of 
15 per cent., when the sum inherited does not exceed 10,000 lire, 
to a maximum of 30 per cent. on 2,000,000 lire or over. 
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IV. EFFECT OF THE EUROPEAN WAR AND NEW TAXES. 


We will now inquire into the extent to which the present war 
has affected the Italian financial system as described above. The 
effective revenue was as follows (in lire, 000 omitted) :— 


July, August and 
September. 


——_—_— 

1913-914. 1914-915. 1913. 1915. 

Revenue from public domain ... 44,776 23,645 2,781 3,075 

Income taxes Sion OG aken seas 540,689 576,550 87,347 99,074 
Succession duty, stamps and 
other business taxes (exclusive 

of taxes on railway transport) 294,874 299,466 73,841 69,224 

Taxes on railway transport aie 43,436 33,498 5,399 3,510 
Indirect taxes (custom duties and 

excise) ile Kiten (adds Ween eae 625,280 462,119 135,528 106,457 
State monopolies (salt, tobacco 

and lottery) eke ae, desk aca 547,145 570,420 138,832 159,964 

Public geFvice® ace, ace see eve 214,574 220,121 46,674 62,271 
Minor items, reimbursements and 

contributions ... ss. see eee 212,972 323,725 21,344 60,674 





2,523,746 2,509,544 511,746 554,249 


This table is a lesson in public finance. All categories of 
public revenue, exclusive of minor items, for which no general 
rule can be given, have withstood the war storm successfully, with 
two exceptions: the indirect taxes and profits from the State 


railways. There is little to marvel at if in the year 1914-15 the 
State Railway Administration was unable to pay any net profit 
to the Treasury, with the result that the income from public 
domain diminished from 44,776,000 to 23,645,000 lire, or if the 
stamp duties on railway transport fell from 43,436,000 to 
33,498,000 lire, with similar results for the months of July to 
September, 1915, as compared with the same period of 1913. I 
think that loss of passengers and goods traffic is a common 
experience of all belligerent and non-belligerent countries in these 
years of war. Even in those States where private ownership 
prevails the Public Treasury has had to bear the burden of traffic 
losses. 

The most interesting experience in our war-revenue is the 
huge decrease in the consumption taxes levied by customs duties. 
Whereas in the year 1913-14 the wheat duty brought into the 
Treasury 83°6 million lire, in 1914-15 the yield was only 17°2 
million lire, and in the first three months of 1915-16 the yield 
dwindled almost to nothing. The international crisis has caused 
so alarming an increase of the wheat prices, from 250 lire per 
ton in July, 1914, to 350 lire in December, 1914, and 400-450 lire 
in the spring of 1915, that the Government was obliged firstly to 
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reduce the duty from 75 to 30 lire per ton, which it did by the 
decree of October 18th, 1914, and afterwards to suspend it alto- 
gether up to December 31st, 1915; and a prolongation of the 
suspension is probable. The yield of the other customs duties has 
also greatly diminished, from 2591 million lire in 1913-14 to 
194°6 in 1914-15, and from 595 in July to September, 1913, to 
42'8 in the corresponding period of 1915. The protective system, 
the growth of which in Italy may be partly ascribed to the finan- 
cial needs of the State, which was only too glad to have new 
duties pressed upon it by vested interests, has signally failed in 
this time of financial stringency. The event was, indeed, anti- 
cipated in peace time, but the warnings of the few free-traders 
were unheeded. 

Income taxes, stamps, and other business taxes, State mono- 
polies, and public services have, on the other hand, fared well 
notwithstanding the war. A new infusion of life was indeed 
necessary ; or, in other words, a turning of the financial screw. 
The succession duty was raised up to the rates given above, by 
which it was hoped the revenue would be increased by 17 million 
lire. The stamp duties and the duties on bills of exchange were 
raised ; a new tax on cinema tickets’ was imposed by decree of 
November 12th, 1914. By decree of October 22nd, 1914, a super- 
tax was levied on motor-cars and motor-cycles, rising from 3 to 
9 lire per h.p., according to the motor-power. An increase of the 
ad valorem duty on imports and exports was to yield a revenue 
of from 4 to 8 million lire. But the most important of the new 
war taxes was the additional tax on incomes, representing an 
increase of from 3 to 15 per cent. on the existing rates (by royal 
decree of October 15th and 22nd and legislative acts of December 
16th and 23rd, 1914). From these increases were exempted 
income from land up to 125 lire yearly, income from house pro- 
perty up to 120 lire, income from industry and commerce up to 
1,500 lire, professional incomes and salaries up to 1,667 lire, and 
public salaries up to 2,000 lire. By virtue of these exemptions 
the progressive principle, which applied already to incomes from 
personal property, was further accentuated and extended to those 
derived from real estate. 

A recent royal decree of September 17, 1915, has imposed still 
further taxes. The protection granted to sugar producers and 
refiners has been diminished by an increase of 5 lire per quintal 


1 Tickets up to 19 cents of a lira were exempted, a tax of 5 cents was laid upon 
tickets from 15 to 20 cents, of 10 cents upon 50 cents—1 lira tickets, and of 
20 cents upon tickets of upward 1 lira value. 
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in the sugar excise without any corresponding alteration of the 
customs duty. The same decree also raised the spirit tax from 
330 to 350 lire per ectanitre, and the prices of most qualities of 
tobacco, and has laid a new temporary tax of from 1 to 5 per cent. 
on the value of goods exported by virtue of a special licence. This 
last tax, which in ordinary times would be highly objectionable, 
aims at tapping the extra profits of the producers, to whom an 
exceptional export licence is granted. 

A new royal decree of October 12th, 1915, has raised several 
postal, telegraphic, and telephonic fees, has increased most of 
the stamp duties, and has introduced two new taxes. An annual 
tax on exemptions from military service, which are granted be- 
cause of physical disability, public duties, and other reasons, com- 
prises a fixed sum of 6 lire per man exempted, and a variable 
additional sum rising from 6 lire for those with an income 
between 1,000 and 2,000 lire, to 12 lire in the case of incomes 
between 2,000 and 3,000 lire and so on, till the maximum rate 
of 3,000 lire is reached for men exempted having an income of 
200,000 lire and upwards. In making the assessment, account is 
to be taken of a part of the income of the parents of the men 
exempted. The other new tax is a special additional tax on the 
fees of directors of joint-stock companies, &c. The tax is at the 
rate of 5 per cent. on the total fees earned up to 2,500 lire, 8 per 
cent. on sums from 2,501 to 5,000 lire, 10 per cent. between 
5,001 and 10,000 lire, 12 per cent. between 10,001 and 20,000 
lire, 15 per cent. between 20,001 and 40,000 lire, and 20 per cent. 
on the sums earned of 40,000 lire upwards. 

Other taxes are shortly expected, including a war excess- 
profits tax, somewhat on the lines of the British tax. But the 
Italian tax will be, I expect, progressive, and will exempt the 
excess profits below 8 per cent. on the capital invested. Parti- 
culars cannot be given as, at the time of writing, the decree has 
still to obtain the royal assent. It is probable that a wholesale 
rise of income tax will also be decreed. The yield of the new 
taxes, which have been imposed since the outbreak of the Euro- 
pean war, is estimated at 107-120 million lire; that of the new 
taxes, which are about to be introduced, at 150 million lire ; alto- 
gether about 260 million lire annually. 


V. New DeEsts AND TREASURY PROSPECTS. 


These new taxes will yield, after the declaration of 
peace, a positive, substantial increase of the public re- 
venue; for the moment they more than counterbalance 

No. 100.—vou. xxv. MM 
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the suspension of wheat duties and the shrinkage of the 
revenue from the custom duties and railways. The public 
expenses have meanwhile greatly increased. Against a total 
disbursement by the ‘Treasury during 1913-14 of 3150°1 million 
lire, including 2687°66 millions of effective expenditure and of 
railway construction and other capital expenditure, the Treasury 
disbursement of 1914-15 amounted to 5630°6 million lire, repre- 
senting an increase of 2480 millions. The greatest increase was 
in the defence department’s accounts : 1927°5 million lire in the 
War Budget ; 167'1 in the Navy Budget ; and 169°5 in the Colonial 
Budget. These may be defined as “expenses in preparation for 
war,” as the Italian war only commenced on May 24th, 1915. 
The expenditure of the first three months of actual war is set 
forth above. 

How the Italian Government has managed to surmount so 
terrible a difficulty may be seen in the following table, in which 
are summarised the principal items of the Treasury indebtedness 
on the last day of the last pre-war financial year and the last day 
for which figures are outstanding at the present time. 

June 30 September 30 Increase, 
(In lire, 000 omitted). 1914, 1915. 
New debt in the form of State and Bank notes and cheques 
Treasury cheques ... ... ... 55,488 187,348 131,860 
State notes see 85,800 553,300 467,500 


Statutory bank of issue notes. is 685,000 685,000 
Other bank of issue notes see — 750,000 750,000 


2,034,360 
2,034,360 
New floating debt 
Ordinary Treasury bills... ... 379,984 458,446 78,452 
Special Treasury bonds... ... —_ 439,568 , 439,568 


518,020 
518,020 


War Loans and other long-dated Bonds ceéa tee Seal Ge ee 


Grand Totel ... ... ... 4,490,707 


The Minister of Treasury, Signor Carcano, and his principal 
adviser, Signor Stringher, Director General of the Bank of Italy, 
deserve high credit for having successfully resisted the demand of 
the many who, in the first months of the European crisis, 
clamoured continuously for new note issues as a universal 
panacea. We may, indeed, congratulate ourselves that the total 
over-issue has been limited to 2,034 million lire, and has not 
reached the figure of 3,000-3,500 millions as was anticipated. 

The results of the two War Loans are a truly great achieve- 
ment. Nobody felt sure, in a country where the annual 
savings were variously estimated at from 900 to 1,000 million lire, 
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whether the two national loans, of 10-25 year bonds at 43 per cent., 
tax free, issued at 97 per cent. in January, 1915 (royal decree of 
December 19th, 1914), and at 95 per cent. to new subscribers 
and 93 per cent. to subscribers of the first loan in July, 1915 
(royal decree of June 15th, 1915), would prove a success. But 
that 880 million lire were subscribed by the public and 120 million 
by the banks in January, and 1,127 by the public and banks in 
July, was a success indeed ; and the genuineness of the subscrip- 
tions is demonstrated by the fact that, although payment in instal- 
ments up to October 1st, 1915, for the first loan and to January 
2nd, 1916, for the second loan was allowed, nearly the whole of the 
sums subscribed have been already paid into the Public 
Exchequer. 

With these payments, and with a certain sum obtainable from 
the discounting of special Italian Treasury Bills by the British 
Government, which was the outcome of the interview at Nice last 
June between Mr. McKenna and Signor Carcano, the require- 
ments of the war Budgets are assured up to December, 1915. 
Another war loan will then be issued in due course, and I feel 
sure that the figure of the July war loan will be surpassed. Sub- 
scribers have seen that our Government is not recviling before 
the task of laying new taxes for the service of the new debt, for 
the new, above-mentioned, taxes will be sufficient, when the 
war is over, to cover the interest on the two national war loans 
already issued. As to the service of future loans, the next Budget 
speech should have something to say. Times are ripe for a finan- 
cial reform on the British or German lines. Our income taxes are 
mainly objective taxes, with some regression for the lowest incomes. 

_A progressive super-tax on the incomes above a certain limit, say, 
2,500 or 3,000 lire, will give a sum sufficient to cover the interest 
on a third war loan, greater than the past two. The war against 
Austria, which is not a war of conquest, nor an imperialistic war, 
nor a war of hatred or economic ambitions, but a war for the 
unity of Italian-speaking men, is, in virtue of her idealistic and 
national character, very popular in Italy. Our people are willing 
to submit to any sacrifice of men and money which may appear 
indispensable for attaining our long-cherished hopes of giving 
freedom from the foreign yoke to our Trento and Trieste brethren. 

Luict EINAUDI 
University of Turin, Nov. 20, 1915. 








WAR ECONOMICS 


THE ordinary business man sees most economic events through 
the medium of money. Production, consumption, foreign trade, 
capital and wealth have little meaning for him except when ex- 
pressed in terms of pounds, shillings, and pence. This is all 
right so long as he is dealing with the affairs of a few individuals 
and prices are fairly stable, but when his attention is trans- 
ferred to the affairs of a nation and at the same time prices are 
rapidly changing, his deductions are likely to be all at fault. 
Consequently he is quite unable to answer such questions as 
““How best can the cost of the war be met?” “Can payment 
be postponed to the future?” “Can war be financed out of 
accumulated wealth?” These and similar questions are only 
to be answered by going back from finance to the economic facts 
which are behind finance. 

One of the difficulties of the subject is the ambiguity of terms 
in general use. Thus the word “national” applied to income 
or expenditure sometimes refers to all the people in the country 
taken collectively and sometimes to the administration of the 
country by the Government. In the following article the words 
“the country as a whole” will be used to designate, all the in- 
dividuals taken collectively, while the Government administration 
will be referred to as “the State.” In civilised countries material 
wealth consists of two more or less distinct parts: (1) “capital,” 
sometimes called “fixed capital,” consisting of such things as 
factories, machinery, etc., not directly convertible to consump- 
tion, and (2) stock, i.e., commodities ready, or on their way to 
become ready, for consumption. The term “total productive 
output” will be used to include both “material production” and 
“services,” and the former will be subdivided into “production 
of capital” and “production of commodities.” 

It is not necessary to be an economist to appreciate the 
fundamental fact that consumption must inevitably be confined 
to commodities already in existence and to services concurrently 
rendered, and that there can be no consumption to-day of com- 
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modities to be produced or of services to be rendered in the future. 
Thus there is no financial device which can enable us in the 
year 1915 to consume clothes, food, shells, munitions, or motor 
cars to be made in 1916. From this truism results a proposition 
the importance of which is often overlooked, particularly when 
a nation is at war. It may be stated as follows :— 

I. A country without ‘foreign trade is dependent on its past 
production and its concurrent services ; it cannot anticipate future 
production or services. Therefore the idea that such a country 
as a whole can throw any part of the burden of a war on to the 
future has no counterpart in fact. 

This does not mean that such a country as a whole may not 
be poorer after a war than it was before, nor does it mean that 
some of the people in a country may not be able to throw their 
share of the burden on to the shoulders of others. It means 
simply that so far as commodities and services are concerned, 
all those that are required for the war must be found before or 
at the time and not afterwards. 

Proceeding to consider consumption over a period of time, 
the following identity regarding a country without foreign trade 
is self-evident : ‘“‘Consumption during a period consists of the 
stock at the beginning of the period, together with the material 
production of commodities and the services rendered during the 
period less the stock at the end of the period.” 

It must be remembered that this is not merely an equation, 
but an identity ; both sides consist of so many motor cars, loaves 
of bread, shells, suits of clothes, etc., and the services of lawyers, 
policemen, domestic servants, and the like. 

Over short periods of time the difference between the amount 
of the stock at the beginning and at the end may be important, 
but when the period is a year or a multiple of years, the two 
amounts will be nearly identical in peace time, and even in war 
time the difference is not likely to be very great compared with 
the other terms of the identity. Remembering, therefore, that 
in war time total consumption is of two parts—consumption for 
war purposes and civil consumption —we reach the following 
proposition :— 

II. Except for a possible small difference in the stock of 
commodities at the beginning and end of the year, the year’s 
consumption for war purposes in a country without foreign trade 
consists of the year’s produce of commodities and the year’s ser- 
vices less the year’s civil consumption of commodities and ser- 
vices. The capital wealth of the country, as differentiated 
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from its stock of commodities, cannot be drawn upon for the 
purposes of the war. 

It must be remembered that the production of commodities 
is not total production, which includes also production of capital. 
In so far as less productive effort is spent on the latter, there 
will, of course, be more available for the former. 

In a country without foreign trade it is also possible to 
establish an identity for the “fixed” capital over a period of 
time: “The capital at the end of the period qonsists of the 
capital at the beginning of the period, deteriorated by use or 
disuse, together with the capital produced during the period.” 

This statement of fact cannot be changed by financial opera- 
tions or by the existence of a war, and accordingly :— 

III. In an uninvaded country without foreign trade the total 
loss of “fixed” capital during a war cannot exceed the deteriora- 
tion from use or disuse during the period; and it will be less 
than this by all the productive effort devoted to repairing and 
replacing old capital and providing new capital. 

It should be noted that the deterioration of capital from 
disuse may be exceptionally heavy in war time, as a man may 
go so far as to scrap some of his normal machinery entirely to 
make room for war plant. 


Countries with Foreign Trade. 


The introduction of the idea of foreign trade theoretically 
alters the problem completely. Theoretically a country might 
devote the whole energies of its adult population to soldiering, 
while it imported the whole of its food, clothing, and munitions 
of war from abroad, paying for them either by the actual export 
of its capital, by external loans contracted by the State, by the 
sale of foreign securities held by its citizens, or by the sale or 
mortgage to foreigners of citizens’ property remaining within 
the country. ; 

If a small rich country were at war and there were large 
trading nations remaining neutral such a theory might have 
some counterpart in reality. But when the belligerent nations 
form a considerable part of the whole civilised world and the 
neutral trading nations are few and only one of them is large, 
the facts are altogether different. The neutral nations are only 
in a position to increase their normal supply to a belligerent 
country in so far as they themselves (1) produce more, (2) reduce 
production of capital for themselves, (3) consume less, (4) de- 
crease their supplies to other countries. Any failure in supplies 
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from belligerent countries will diminish their means of sending 
supplies to the belligerents. From this analysis it will be seen 
that in such a war as the present the neutral countries will be 
able to contribute a proportion, but not a great proportion, of the 
commodities required by one or more of the belligerents. It is 
possible to establish an identity of production and consumption 
for a country with foreign trade. On the left side there will be 
(1) the year’s consumption, (2) the year’s exports,' (3) the stock 
at the end of the year, and (4) the year’s repair of old capital or 
production of new capital for internal use; on the right side (1) 
the year’s total productive output, (2) the year’s imports ex- 
clusive of the import of capital, (3) the stock at the beginning of 
the year. From this may be deduced the next proposition :— 

IV. There are only six ways that military consumption can 
be increased: (1) By increasing imports, (2) by decreasing ea- 
ports, (3) by increasing total productive output, (4) by decreasing 
internal capital repairs and additions® to capital, (5) by depleting 
the stock, (6) by curtailing civil consumption. 

An interesting statistical investigation could be devoted to the 
discussion of the proportions in which these six terms have con- 
tributed to the military budgets of each of the present belligerents 
during the past year. For this there is no room here, but it is 
worth while noting that most economists assume that the “total 
productive output,” whether measured in (a) pre-war prices or 
(b) current prices, will be less than that for the year before the 
war. I venture to think that the assumption is often made on 
insufficient grounds. In such a country as Great Britain, where 
(1) the services of soldiering, being counted as war expenditure 
at soldiers’ wages plus separation allowances, must also be 
counted at the same figure in total productive output, (2) there 
is little unemployment, (3) much overtime, (4) not much capital 
idle, I am inclined to think that the total productive output, if 
measured in fixed pre-war prices, will be little if at all below 
the figure for the year before the war, and if measured in present 
prices considerably above that figure. 

Whatever view be taken of this question it must be clear that 
each term has a maximum value. Imports cannot be increased 
and exports decreased beyond a point dependent on the conditions 
of foreign countries; the total productive output admits of a 
limited amount of advance in actual quantity ; capital repairs and 


1 To be strictly accurate we should say ‘‘exports exclusive of the export of any 
capital not made during the year inside the country.” 
2 Including both capital produced inside the country and that imported. 
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new creation cannot go below zero; depletion of stock is at all 
times dangerous, and is only possible to a small extent ; civil con- 
sumption cannot fall below starvation level. Accordingly :— 

V. There is a theoretical limit to the possible military con- 
sumption of any country and a practical limit far short of this. 
Any idea that a country can neglect to take this limit into careful 
consideration and can enlarge its military output indefinitely, on 
military grounds alone, must, if put into practice, be fraught with 
grievous economic result. 

The phenomenon expressed by the identity given on the last 
page may be conceived of as a stream consisting of the total 
imports and the total internal productive output of the country 
taken together, being carried off in four channels: (1) Exports, 
(2) internal capital repairs and additions to capital, (3) civil con- 
sumption, (4) military consumption. If the stock is to be taken 
into account, it may be conceived of as a lake through which the 
stream flows, which as time goes on may be slightly raised or 
lowered. 

In peace, the major part of the stream called civil consump- 
tion goes to individuals, while a small part of it, and the whole 
of military consumption, is controlled by the entity called the 
State. When war breaks out the State requires an immensely 
increased military consumption. It wants specific services and 
commodities. It has, firstly, to alter the nature and, as far as 
possible, to increase the volume of the total stream, and, secondly, 
to divert to itself what it requires for the war from the private 
individuals to whom it would normally go. It can do these things 
in various ways. 

Firstly, by commandeering. It can divert to itself, without 
compensation, a stream of services, and it can compel capital and 
labour to produce without compensation a stream of commodities 
for military use. Such a proceeding is now generally recognised 
to be grossly unjust, because it placés burdens arbitrarily upon 
certain individuals and exempts others. It is therefore not re- 
sorted to except in one case, namely, that of those conscripts 
who are not paid the full economic equivalent of their services 
(if, indeed, services such as theirs can ever be said to have a 
limited economic value). 

Secondly, by taxation. It can tax all the individuals in the 
country according to determined proportions, and with the pro- 
ceeds it can compete in the open market with other purchasers 
for the services and commodities which it requires for the war. 
By this process the taxpayers are deprived of effective demand 
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for commodities and services to the exact extent and at the same 
time that the State becomes possessed of additional effective 
demand. Except for secondary causes, such as dislocation, there 
will be no unemployment ; and except for the operation of other 
results of the war there will be no general rise in the level of 
prices. (Of course, in so far as the taxation is “indirect,” the 
price of the taxed articles will be increased by the amount of the 
tax.) Accordingly :— ; 

VI. Taxation during war spreads the economic burden of the 
war over the population in a predetermined proportion. 

Thirdly, by foreign loans. These will stimulate imports and 
relieve the necessity of sending exports to pay for them. We 
have already seen that there is a maximum limit to the excess of 
the value of imports over that of exports in a given period. This 
sum, allowing for the interest on past debts, fixes the maximum 
effective amount of a foreign loan. Accordingly :— 

VII. A foreign loan enables the country as a whole to post- 
pone till afterwards that part of the economic burden of war 
which is represented by the maximum balance of the value of 
imports over exports. 

It should be noted that when individual citizens of a country 
possess foreign paper, the sale of this to foreigners is equivalent 
to a foreign loan. 

Fourthly, by genuine internal loans. A genuine loan is the 
voluntary relinquishment by individuals of their hold on capital, 
commodities, or services. Remembering that the existing “fixed ” 
capital is not what the State wants to buy, and that, taking the 
country as a whole, sales of capital from one individual to another 
cancel out, we see that what the State really needs to have lent 
to it is the command over the capital and labour which would have 
produced a stream of services and commodities for the individual. 
Accordingly :— 

VIII. A genuine internal loan is extracted from the same 
sources as taxation, and involves to the country as a whole the 
same immediate amount of deprivation. As between individuals 
it falls upon those ultimate! lenders who elect to stint them- 
selves. 

Fifthly, by depreciating the currency. The State issues 
additional paper money and with it competes with other pur- 
chasers for commodities and services. Prices rise, particularly of 


1 If A lends £1,000 to the Government and in order to pay for it sells existing 
capital to B, and B finds the money out of his savings, B is the ‘‘ ultimate ” lender 
in the sense used in the text. 
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necessaries which cannot be dispensed with. Any slight advan- 
tage this may have in stimulating production is far more than 
counterbalanced by the disadvantages. The war cost in money 
itself rises. Private consumption is cut down, particularly of the 
poorest people, whose budgets consist chiefly of necessaries. 
Moreover, the effects of each new issue are superimposed on the 
one before. Accordingly :— 

IX. Depreciation of the currency is, during the war, a form 
of taxation graduated inversely according to wealth. It is cumu- 
lative in effect, and increases the money cost of the war. It 
leaves acute problems behind after the war is over. 

Lastly, by inflation loans. These take many forms. The 
commonest is the following: A man has a balance of £1,000 in 
his bank and requires £900 for the prosecution of his business. 
Instead of investing £100 in war loan and keeping the £900, he 
invests the whole £1,000 and receives war loan certificates for 
it. These he takes to his bank and borrows £900 on them. This 
£900 is placed to his credit at the bank, and against it he draws 
cheques which set capital and labour in motion. The Govern- 
ment also draw cheques on the £1,000 which he has lent them, 
and set capital and labour in motion with it. The recipients of 
all these cheques pay them into their banks, and, accordingly, 
taking the banking system as a whole, bankers’ balances are not 
depleted, and further, since many thousand similar transactions 
go through, each particular bank will on the average retain the 
same balance. We have, therefore, without apparent loss to 
anyone, an original £1,000 setting to work capital and labour to 
the amount of £1,900. But we know that a mere financial trans- 
action cannot make two blades of grass grow where one grew 
before. What, then, has happened? The answer is, inflation of 
credit. The £900 lent by the bank to the man is simply addi- 
tional credit, and neither he nor the bank have cut down in any 
way the expenditure they would have effected if the loan of £1,000 
had not been forthcoming. Accordingly we see that :— 

X. Inflation loans do not represent any sacrifice or stinting 
on the part of the ultimate lenders. 

Nevertheless, the ultimate lenders, the bank, make an addi- 
tional annual profit of the interest on the £900, while the man 
who receives interest from the Government on his £1,000 and 
pays interest on the £900 is roughly in the same position as if 
he had not invested in the war loan. 

In opposition to this view of inflation it will very probably 
be contended that the transaction is exactly similar to many in 
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civil life—as, for instance, when a man invests £1,000 in muni- 
cipal tramway stock and borrows on the strength of his stock. 
But there is this essential difference: that in such a case the 
stock represents material reproductive capital, whereas in the 
case of the war loan the money has been spent in destruction, or 
at least in consumed commodities, and the certificates do not 
represent wealth in existence, but only a mortgage on the income 
of the future. 

Apart from the payment of interest the immediate effect of 
the inflation loan is precisely similar to that caused by the issue 
of paper money, in raising prices, in increasing the money cost 
of the war, and in reducing the consumption of the whole popu- 
lation, particularly of the poorest section of it. 

In distinguishing between a genuine loan and an inflation loan 
it is important to realise that a State when it floats a loan has 
no means of insisting that the whole or even any part shall be 
of the genuine character. Moreover, even that part of a war loan 
which was at first genuine may at any time lose its genuine 
character by the lender taking his certificates to his bank and 
borrowing for expenditure on them. The following proposition 
is in fact true :— 

XI. Inflation is inherent in the flotation of a loan for purposes 
other than the construction of material reproductive capital. 

It only remains to discuss the rival merits of the various 
methods which Governments may adopt. Commandeering and 
depreciation of the currency are clearly unjust and injurious, and 
though still used to some extent are recognised as discreditable. 
A foreign loan may be advantageous up to the amount of the 
balance of imports over exports (allowance being made for interest 
on past debts). Whatever is not met in these ways will have to 
be met either by taxation or by internal loans. 

In comparing these two latter it is essential to realise that 
the total amount of stinting to be done at the time by the country 
as a whole is the same in both. In taxation it falls on individuals 
in proportions determined by the State; in genuine loans it falls 
on the persons who voluntarily stint themselves; in inflation 
loans it falls haphazard upon all individuals, the poorest suffering 
most. It is clear, therefore, that the whole could undoubtedly, 
if desired, be taken at the time in taxation. If the State could 
be certain that a loan were to be wholly genuine, the question 
whether such a loan would be preferable to taxation might be a 
matter of opinion. It would depend on the answer to the follow- 
ing ethical question: Ought the weight to fall on the population 
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in proportion as they are able to bear it at the time—in which 
case the bulk of it will necessarily fall on the well-to-do classes— 
or ought the latter be able to recoup themselves for part of the 
greater share that they must bear at the time by taking toll from 
the country as a whole in the days to come? 

But the question is not between a genuine loan and taxation, 
for, as we have seen, there is no guarantee that the whole or any 
part of a loan will be genuine; and for inflation loans there is 
not one good word to be said. They are the worst of all methods 
of paying for the war, because they enrich one class and make the 
bulk of the people pay twice over. They are only comparable 
to the famous transaction in “Sylvie and Bruno” in which 
“noble” Peter extracts from “poor” Paul interest and principal 
of a loan which he has never lent him. To sum up :— 

XII. In floating an internal loan to pay for a war the State 
makes a thoroughly bad bargain. It does not prevent the full 
economic burden from falling at the time on the country as a 
whole, nor a large part of it from falling on the poorer classes. 
Yet tt allows the richer classes to secure a lien on the future pros- 
perity of the country out of all proportion to the sacrifices they 
have made during the war. 


F. W. Peryick LAWRENCE 














THE SEQUEL OF THE WELSH COAL STRIKE AND 
ITS SIGNIFICANCE. 


THE following note is intended as a supplement to the article 
dealing with the South Wales Coal Strike, which appeared in the 
September number of THE Economic JOURNAL. 

It is certain that the sequel of this grave strike has a more 
critical significance than even the events of the strike; this is 
particularly the case in three respects, viz., as regards (a) the 
internal organisation and development of Trade Unionism ; (b) the 
maintenance of “the right to strike”; (c) the relations between 
labour organisations and the State. Although these considerations 
are of enormously greater importance than the historical events 
and terms of the final settlement, the latter should be briefly 
reviewed in order to make quite clear the critical significance of 
their sequel. 

Incredible as it appeared to be, the “‘settlement”’ of the general 
strike of miners in the South Wales Coalfield effected by Mr. Lloyd 
George, Mr. Runciman, and Mr. Henderson at Cardiff on July 
20th quickly proved to be only the prelude to a series of disputes 
which threatened again to paralyse the vitally important pro- 
duction of Welsh coal. As is frequently the case in collective 
bargaining, the interpretation of the July agreement proved 
almost as fruitful a source of controversy between the colliery 
owners and their employees as had been the original cause of 
dispute. 

On July 20th the Cabinet Ministers entrusted with the task 
of settling the Coal Strike conceded practically all the demands 
of the miners during the negotiations commenced by the miners 
on the understanding that the proclamation, and the penalties 
incurred hereunder by the strikers, would be withdrawn by the 
Government. 

Among the terms of the settlement was one whereby it was 
agreed that the latter should apply in all its clauses . . . “only 
and to all colliery employees who were or might become members 
of the South Wales Miners’ Federation.’’ All such employees 
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engaged on afternoon or night shifts were to be paid a “bonus 
turn,” six shifts’ pay for five shifts’ work, and any matters 
unsettled were to be left for arbitration arranged by the Board 
of Trade. Under the latter clause of the July agreement, Mr. 
Runciman, towards the end of August, announced his Awards 
upon disputed points, deciding among other matters that... “the 
bonus ‘turn should be paid to all men on afternoon and night 
shifts, but not to enginemen, pumpmen, mechanical staff, 
stokers, banksmen (i.e., colliery craftsmen), and officials.” 

As many of the colliery craftsmen already were and all “might 
become’ members of the Miners’ Federation, this Award con- 
flicted with the terms of the Cardiff settlement of July 20th, 
under which the bonus turn was promised “to all who were or 
might become members of the South Wales Miners’ Federation.” 
Hence this section of the Award caused a wave of angry feeling, 
resentment, and suspicion to sweep over all the miners in the 
coalfield. They suspected and alleged attempts by the Govern- 
ment and the employers “to get behind the Cardiff settlement.” 
The Executive Committee of the Miners’ Union had perforce to 
refuse to sign the agreement embodying the terms of the Board 
of Trade awards and the July settlement (when it was presented 
for their signature on August 25th), unless the bonus turn was 
conceded to all the colliery employees as specified in the settle- 
ment of July 20th, whether craftsmen or not, “provided they 
were or might become members of the South Wales Miners’ 
Federation.” 

The colliery owners refused to concede the bonus turn except 
as defined in Mr. Runciman’s Award, the negotiations through 
the Conciliation Board broke down, and a second general strike 
was threatened. In fact, sectional strikes involving about 20,000 
miners broke out in some of the chief areas of the coalfield, and 
a “down tools” policy was advocated generally “as a protest 
against the avoidable delay of the eoalowners and the Govern- 
ment in applying the agreement of July 20th, which had been 
promised to date from the resumption of work on July 22nd.” 
The temper of the miners throughout the coalfield showed clearly 
that unless something was done speedily the sectional strikes 
would develop into another general strike. Rumours that cavalry 
were under orders for South Wales created an ugly feeling that 
the policy of coercion was again risking another political defeat 
for the Government or an industrial disaster for the nation, even 
before sign of disturbances were evident. And the very idea of 
Governmental coercion neutralising their advantages in collective 
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bargaining is to the miners, those of South Wales in particular, 
just like red rag to a bull. 

But this time the Government, profiting doubtless by its 
former experiences in South Wales, followed a wise course. The 
powers of compulsion under Part I. of the Munitions Act, dis- 
played proudly at Manchester in June, and reduced to absurdity 
at Cardiff in July, were kept in the background, and the policy 
of conciliation was rightly tried instead—a deputation of the 
miners’ leaders being summoned to London on August 31st to 
discuss with Messrs. Lloyd George, Runciman, and Henderson 
the points at issue. 

Meanwhile, important events happened in the coalfield where 
the Rhondda and West Monmouth “progressives” were in com- 
mand of the situation. A meeting of miners’ delegates from all 
parts of the coalfield was arranged to be held at Cardiff on August 
31st in order to reconsider the situation. As in the July confer- 
ence, the Rhondda syndicalists and other “advanced” delegates 
tried to bolt the delegates’ conference and utilise the card vote 
system in order to obtain a majority for their policy; the latter 
was “to down tools unless the settlement of July 20th was 
signed, sealed, and delivered for immediate enforcement.” This 
policy was recommended “in order not to give the Government 
time to play any more tricks at having the miners again.” 

The extremely critical character of the situation is obvious 
from the following facts alone; despite the advice of the Execu- 
tive leaders at the Cardiff meeting, and the telegraphed requests 
of the deputation of leaders negotiating in London, to the effect 
that the Cardiff conference of delegates should pass no resolutions 
but adjourn pending the outcome of the London negotiations, 
the Rhondda resolution put before the delegate meeting for a 
policy of “down tools’ was defeated only by a card vote of 1,244 
to 1,128 on the card vote of delegates, each vote representing fifty 
miners. The “progressives” even proposed, in addition, to jetti- 
son the Executive Committee and the London deputation of 
miners’ leaders unless the immediate enforcement of the settle- 
ment of July 20th was assured. 

The development of another general strike was checked only 
by what was considered a second surrender by the coalowners 
and the Board of Trade of the position they had taken up in the 
matter of the “bonus turn.” The limiting conditions attached to 
the latter by Mr. Runciman’s Award were withdrawn, the other 
conditions of the Award were accepted by employers and em- 
ployees, with a compromise as to the date from which increased 
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percentages on the July settlement were to apply. The new 
arrangements were embodied in a Supplemental Agreement : 
“Notwithstanding anything to the contrary in the principal agree- 
ment, all enginemen, pumpmen, stokers, banksmen, and work- 
men engaged on the mechanical staff who work on the afternoon 
and night shifts shall be paid a bonus turn as and from the 22nd 
day of July, 1915. Such bonus turn shall mean payment for 
one extra shift per week to all workmen of the classes named 
who work a complete turn of five shifts. Provided that where a 
turn is lost in any working week, and the loss is not due to the 
absence of the workman or to the inability of the workman him- 
self to proceed with the work he shall be paid at a proportionate 
rate for the turns worked by him in that week. An accident in 
connection with a workman’s employment shall not be a bar to 
his benefiting by the bonus turn, and he shall be paid at a pro- 
portionate rate for the turns worked by him in that week. At 
collieries where the conditions of payment of afternoon and night 
men have been more favourable than those set out above these 
conditions shall continue.” 

The men’s demand that any percentage advances applied for 
under the agreement of July 20th should, if conceded to them, 
be retrospective as from the resumption of work, July 22nd, and 
not from September 1st, as the colliery owners claimed, was met 
by taking August 21st as a compromise. 

On September Ist a delegate meeting, representing the miners 
of the coalfield, endorsed the above settlement made by their 
leaders, and work was immediately resumed at all the collieries. 
On September 14th, Lord St. Aldwyn, the trusted ‘independent 
chairman” of the South Wales Conciliation Board, representing 
the colliery owners and their employees, conceded the men’s 
demand for an increase of 124 per cent. on the “new 1915 
standard” of the July agreement, bringing the total rate of per- 
centage up to 334 per cent. on the new 1915 standard, or 50 per 
cent. above the previous standards of 1870 and 1879. 

This award of a further increase in the wages of the miners 
coming from an impartial arbitrator appears to justify the miners’ 
claim in July that the demands for increased wages put forward 
by them in the original dispute were even less than what should 
have been readily conceded by the coalowners in view of the 
increased price of coal, the heavier strain of work, and the pros- 
perous conditions of trade. This advance was also regarded as 
an obvious commentary upon the strong attitude taken up by 
the miners against the war profits accruing to colliery owners, 
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and the apathy. of the Government in neither taking over these 
profits by taxation nor assuming control of the monopolistic 
steam coal collieries. 

The “supplemental agreement” of September 1st was wel- 
comed throughout the country, and particularly in South Wales, 
with feelings of the greatest relief, in that it removed the menace 
of a coal strike again hampering the nation’s executive and creating 
allegations of unpatriotism against miners who have contributed 
nearly 75,000 men to the Forces. 

But, unfortunately, the course and sequel of events after 
September 1st, and the appearance of the inevitable aftermath 
of the strike, have shown that even the “supplementary agree- 
ment” is only the prelude to the development of serious issues 
in the future. 

One of the chief of the latter relates to (1) a knotty problem 
of the organisation and development of Trade Unionism, the 
others to (2) the maintenance of the “‘right to strike,” and (3) the 
relations of Trade Unionism to the State authority and national 
interests. 

(1) In maintaining the right of the surface craftsmen and the 
“mechanical staff” to the “bonus turn,’ the miners were not 
interested only in securing the material welfare of this class of 
colliery employees. They rather had in mind the fact that the 
craftsmen were all either “members of or colliery employees 
who might become members of the South Wales Miners’ Federa- 
tion.” A considerable minority of the craftsmen were already 
members of this Federation, and all were naturally hastening to 
join in order to secure the benefits of the agreements of July 20th 
and September 1st, which were to apply only and to all members 
or possible members of the miners’ trade union. 

In fact, a delegate meeting representing some 6,000 crafts- 
men in their separate craft trade union, the South Wales Engine- 
men’s and Stokers’ Association, recommended early in September 
that the latter Association should be merged in and all its 
members transferred to the South Wales Miners’ Federation, “‘in 
that if they enjoyed the benefits won by the latter organisation 
they should bear a part of its responsibility.’ The various 
branches of the craftsmen’s union arranged to carry out this 
policy. 

Some of the chief leaders of the miners’ organisation declared 
that their policy was vhat there should be only one organisation 
comprising all the employees in the coal mining industry. 
Henceforth trade unionism in this industry was to be ‘‘ an orqan- 
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isation by the industry and not an organisation by the sectional 
crafts within the industry.” 

In short, the problem of trade union organisation which had 
threatened to impede the successful development of the National 
Union of Railwaymen (as a Trade Union comprising all classes 
of railway workers under an unified organisation and policy super- 
seding sectional unions with conflicting interests and policies) has 
reappeared in the coal mining industry. The issue is whether 
the future development of trade union organisation is to be by 
“the craft union” or by “the industrial union”? The same 
issue has presented itself in other industries, and in Australia, in 
particular, it has reached a critical stage of development. Both 
forms of organisation can claim advantages according to the 
conditions of the industry, the workers, and the trade union policy 
involved. But the South Wales colliery employees have added 
their heavy weight to that already thrown on the scale by the 
railwaymen in deciding for the “industrial union.” 

And the conditions of the South Wales coal field and the 
policy of the miners’ union therein appear to make this type of 
trade union organisation highly advantageous. In fact, the ad- 
vantages have been considered of sufficient importance to warrant 
the exercise of the strength of the miners’ union in order to secure 
them, even if such action involved the threat of strikes. 

This is what is indicated by the course of events after Sep- 
tember Ist. 

The “bonus turn” and other benefits secured only and to all 
members of the South Wales Miners’ Federation was one method 
or “lever” for inducing voluntary action on the part of the crafts- 
men ; the latter were given the most powerful of inducements— 
better material conditions of employment—to join the Miners’ 
Union. After September the threats of sectional strikes at col- 
lieries where any recalcitrant craftsmen held out was the second 
lever for speeding up the operation of the first by bringing force 
to bear upon inducement. For about the middle of September, 
the “quarterly show” of Federation cards at the pithead was 
being made at important Rhondda collieries. This is in keeping 
with the system throughout the coalfield whereby the officials of 
the local lodge of the Miners’ Union examine the membership 
cards of the miners at the pithead in order to ensure that every- 
body is a member of the Union with contributions paid up to 
date. The men display their “clean cards,” i.e., free of arrears, 
on their caps, and refuse to descend the mine with anyone who 
cannot “show a clean card.” The presence of “non-unionists” is 
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not tolerated in the collieries, and at some periods the latter have 
been decorated with a white shirt in order to mark them out as 
persons wishing to get Federation benefits without paying con- 
tributions therefor. Up to September it has been considered 
satisfactory if the craftsmen could produce the clean card of their 
sectional union ; but after the September settlement the Rhondda 
collieries opened a new campaign by deciding to treat the crafts- 
men as “non-unionists” unless they joined the Miners’ Federa- 
tion, as the delegates of the sectional union had recommended 
and the bulk of the latter’s members had already done. The 
policy of securing the organisation of the colliery employees in 
one “industrial union” was being carried out systematically. 
And it cannot fail to be carried to a successful conclusion in view 
of the strength of the miners’ organisation, and the skili and 
deliberate aims directing their policy. For the very course of 
events since the first victory over the Government on the Eight 
Hours Act inaugurated a series of others belies the views some- 
times expressed that skill and deliberate methods are lacking. 
The terms of the July agreement, restricting the benefits of the 
latter only and to all members of the Miners’ Union, represents 
a further advantage assisting the miners to apply this policy of 
“complete Trade Unionism.” 

It is not hard to suggest probable reasons why the miners 
favour “organisation by the industry,” for Trade Unionism in 
the South Wales coalfield at any rate. 

(a) The syndicalists must consider that the complete organisa- 
tion of all colliery workers in one compact union will be a great 
step towards facilitating their policy of “the mines for the 
miners.” Such an union could the more easily take over the 
control of the coal industry. 

(b) An unified industrial union acting for all the employees in 
the industry will be able to act promptly and efficiently, without 
the difficulties and delays that arise when sectional unions have 
to be considered and their conflicting policies and interests ad- 
justed. 

(c) It is considered that only such a “complete industrial ” 
Trade Union can make the Miners’ Trade Union strength and 
policy fully effective as ‘‘a fighting force” to be used in “the next 
strike” (sic). For all recognise that when, six months after the 
war, the present agreement expires, the new one “will have to 
maintain and extend the advantages of employment conditions 
and trade unionism” won on July 20th and September Ist. 
Strikes and lock-outs are, from their frequent historical succes- 
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sion, unfortunately regarded as part of the normal course of 
events in the coalfield when conditions of employment are in 
question ; but the ‘‘ next strike ’’ is to be a ‘‘ paralysing strike.’’ 
This is to be added as a new type to those of ‘‘ general,’ “‘sec- 
tional,” “profit-destroying,” and “irritation ’’ strikes. 

For in the former strikes, craftsmen and mechanical staff have 
been allowed to keep the pits open by working the pumps, fans, 
boilers, &c., without being treated as ‘‘ scabs’’ and “‘ blacklegs.’’ 
These operations are essential and must be continued if the col- 
lieries are to be preserved until work begins again. But hence- 
forth the mechanical staff (saving officials) will be members of 
the miners’ union, and if the policy of the latter withdraws them 
from the collieries, the results of such a strike would be dis- 
astrous. The only chance is that the officials (firemen, over- 
men, &c.), who have a sectional organisation, might be allowed 
to continue some of these vital operations. But their numbers 
are insufficient for all of the latter, and they may be swept into 
the net of the Miners’ Federation, if the policy of industrial union 
continues to be applied to its logical conclusion. The efficiency 
of these sectional organisations has often been criticised by their 
members, and the latter and the Miners’ Federation have an 
open eye for the possibilities of mutual action between them. 
Another coup d’état by the miners might easily lead to the 
inclusion of these “officials” in the Miners’ Federation, making 
the latter’s control over labour in the Welsh coal industry 
complete. 

The tendency towards “industrial unionism” in the coal 
mining industry is all the more significant on account of the Triple 
Alliance for “national purposes,” which has recently been developed 
between the Miners’ Federation of Great Britain, the National 
Union of Railwaymen, and the Federation of Transport Workers. 
For all these allied unions are the strongest supports of the policy 
of ‘‘industrial unionism ’’ against sectional ‘‘ craft unionism.” 
Their combined strength represents an economic and political 
factor in national life of enormous importance. 

(2) Another series of vital considerations connected with the 
sequel of the strike relates to the deliberate and determined resolve 
of the miners to remain intact, what they consider their strongest, 
if not their ultimate, weapon for maintaining and improving the 
conditions of employment in collective bargaining with their 
employers, viz., “the right to strike.” This effective weapon has 
always lain near to the hands of the South Wales miner; it is 
traditionally hjs last resort against the “capitalist” and the em- 
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ployer. The policy of compulsion applied by an external organ- 
isation either to remove the “right to strike,” or to restrict its 
efficiency is bitterly and fiercely resented; and this most of all 
when it is applied by the Governmental authorities in a manner 
which the miners considered biassed and designed to neutralise 
the economic advantages which the contemporary conditions of 
trade give to the miners. If their “right to strike” is to be 
restricted and abolished, say the miners, so also must be the 
employers’ “‘ right to lock out ’’ and to refuse employment except 
on the conditions they offer their men. Or if employees are to 
be subjected to forcible control by the State, so, too, must be 
the employers, their collieries, and their profits. The assumption 
of such control by the State would then involve compulsory 
powers of arbitrating or determining the conditions of employ- 
ment, in which the miners through their representatives must 
have a voice proportionate to their interests and experience. If 
such “obvious rights” are denied, then the political as well as the 
industrial powers of the organised miners must be brought into 
play. 

And it is this attitude of the South Wales miner towards the 
maintenance of “the right to strike” which is typical of that of 
the majority of the miners in the country, and certainly significant, 
if not typical, of the attitude of the majority of the Trade 
Unionists. 

(3) This attitude is also closely connected with a third set of 
vital considerations arising as a sequel of the strike, viz., the 
political (and politico-economic) relations between the miners, as 
an organised section of the working community, and the State, 
as representing the Governmental authorities and the national 
interests. 

The circumstances of the disputed Award of August, as given 
through the Board of Trade, have profoundly increased the feelings 
of suspicion with which the miners in South Wales regarded the 
action of the Governmental agencies. These suspicious feelings 
had been developed by the manner in which the Government 
suddenly proclaimed the coalfield, as the first formal recognition 
of a serious dispute developing in the coalfield for several months ; 
this stood in marked contrast to the Government’s apathy towards 
proposals for conciliatory action, for taking over the collieries or 
the war profits therefrom, put forward from the beginnings of the 
dispute in March. In fact, allegations were current that the 
official, Governmental attitude is consciously or unconsciously 
biassed against the employees, and towards employers on account 
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of connections of class, educational training, Press prejudice, 
material interests, and what not. 

Thus the miners suspected external interference and resolved 
to work out their own policy and welfare in their own way and 
out of their own strength, for economic and also for political 
action. .The four consecutive victories over the employers in 
which the Government has had to interfere to concede the bulk 
of the miners’ demands (viz., Eight Hours Act, Minimum Wages 
Act, Cardiff Settlement, Supplemental Agreement) has carried 
conviction to each miner that their organised strength must be 
increasingly used for political as well as for industrial action. The 
more so, on account of the manner in which other interests in the 
State are using their organised strength for political purposes, 
and also on account of the recent development of machinery for 
joint action with the railway and general transport workers for 
national purposes. The manner in which the miners are arrang- 
ing for their representatives to contest the seats for mining con- 
stituencies is significant in this respect. The proposal that the 
President of the £<uth Wales Miners’ Federation should succeed 
the late Mr. Keir !“ardie at Merthyr was an example. 

This increasing belief in the vast power of the organised miners 
for political purposes, even to the coercing of the State authorities 
and the shaping of political policy, is one of the most significant 
developments arising as a sequel of the Coal Strike. The pos- 
sible dangers arising to the State and national interests from the 
organised strength of the miners alone, and still more from their 
strength combined with that of the railwaymen and general 
transport can be realised. The fact that not only the miners of 
South Wales, but also those of other coalfields, have already 
demanded that their combined power should be used to advance 
their policy “politically” as well as in industrial matters, is still 
more significant. The possible relations to the national interests 
are as obvious as the need that the policies and destinies of the 
miners’ and kindred organisations should be shaped with dis- 
cretion and reason. 

One of the most hopeful signs, as far as South Wales is con- 
cerned, is the fact that the public and various organisations have 
realised that something must be done to bridge the chasm that 
has grown so wide between the colliery employers and their em- 
ployees. The feelings of mutual bitterness and suspicion are a 
positive menace not only to the industrial organisation, but to 
the social system in general. And the aftermath of the strike is 
showing that the series of disputes has only aggravated the situa- 





1915] SEQUEL TO WELSH COAL STRIKE AND ITS SIGNIFICANCE 531 


tion. Something must be done to make the development of the 
social and other amenities of life in South Wales (as also in other 
industrial areas) keep pace with the advance of material pros- 
perity and economic activities. Otherwise, social and industrial 
chaos must ensue. The “educational campaigns” of the Navy 
League, and the Women’s Social and Political League in South 
Wales are a step in the right direction, but totally inadequate to 
the conditions. Otherwise, the warning significance of the strike 
will be missed. ; 

This warning, given by the attitude of the miners in South 
Wales, is only typical of the signs of danger that can be seen 
and interpreted in the other coalfields and industrial areas. The 
whole of the system of industrial organisation seems to be suffer- 
ing from the same defects as those which have so far revealed 
themselves most acutely in South Wales. And the same forces are 
at work in other areas. The Lancashire and Cheshire Miners’ 
delegates to the recent National Conference at Nottingham were 
even more “progressive” than the Rhondda delegates. The 
“Triple Alliance of Labour,” that is, the miners’ union with the 
transport workers and railwaymen, was not only completed and 
endorsed at this Conference in October, but a large minority 
wanted its immediate application “to remove grievances and 
advance the national programme.” 

The experience of the South Wales coalfield has shown that 
not only is it impossible to “coerce” organised labour when the 
numbers and strategic position of the latter is considerable, but 
that a counter-attack may inflict a serious reverse not merely on 
the employers, but, what is far more serious, also upon the 
authority of, and habits of implicit obedience to, the decisions of 
the central authority as representing the national interests. 

G. R. CARTER 








THE GOVERNMENT AND THE WHEAT TRADE! 


Pouitics have formed a necessary part of the studies of the 
grain trader, especially since the date when Germany made the 
demonstration at Agadir. The grain trade, therefore, had a pre- 
liminary training in regard to the possibility of European 
war, but when it came near there was very little comprehension 
of the issues involved. The following statement of the position 
of affairs at the end of July, 1914, will serve to show that 
neither in the United States, nor at home, had any prepara- 
tion for the outbreak been thought of in the grain trade. 
A very large crop of winter wheat had been harvested in the 
United States, and the good quality rendered this grain very 
attractive to millers in Western Europe. Some quantity had 
already been shipped, chiefly for immediate use, and there seemed 
to be little reason to think of enhancement of prices. Russia 
was then reporting a fairly good crop of wheat, though afterwards 
some part of this harvest suffered from bad weather. The 
Americans were so much impressed with the size of their wheat 
crop that they were afraid of a glut on the market, and were most 
characteristically providing against such a contingency by selling 
what they had not bought, and that in vast quantities. Of 
course, the future delivery markets of Chicago and of Liverpool 
were actively occupied. The Chicago speculator set the ball 
rolling, as usual, by uncovered or partially covered sales to the 
exporter, who followed the customary practice of selling for ship- 
ment in August or September to Europe. His English pur- 
chasers would no doubt consider it prudent to minimise their 
price risks by selling on the Liverpool futures market. When 
the war came, all these three classes of operators were the worse 
for their action, none of the wheat contracted for having left 
American shores. The original seller of Chicago futures had to 


1 The History of the Wheat Trade in 1914-15 cannot be written until more 
complete information is available regarding the character of the precautionary 
measures taken by the Government. In the meantime Mr. Hubback has based 
this note on what information has been made public already. 
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cover at a sharp loss, the seller of wheat for shipment could not 
fulfil his bargain, as will be shown, and the Liverpool seller was 
left to face a serious difference in price, to be provided immediately. 
The first thing that was done by the Liverpool Corn Association 
was to close the market for futures trading, with the sole exception 
of transactions for re-purchase of sales made. This step was taken 
on the morning of the Declaration of War, and was in no way 
prompted by Government authorities, though at a later date an 
order of prohibition was issued. 

It was soon realised that there was going to be some serious 
trouble in the matter of supplies, and that the fact of having 
bought wheat for shipment from the United States would not 
provide the millers with the requisite grist. In common with all 
the business world, the corn trade discovered that no money was 
available to pay for goods from abroad, and that in the absence 
of the usual financial arrangements, no shipments of these goods 
were possible, even when they had been contracted for. The wheat 
crop, which was beginning to move freely from the Western States 
towards tidal water, was temporarily of no account, so far as con- 
sumers on this side were concerned, and this state of affairs lasted 
with more or less intensity during several weeks. But even when 
the flow of exports had at last been resumed, there remained a 
great accumulation of unfulfilled contracts, as August shipment 
had been a favourite epoch for purchases, while no considerable 
export had been possible in that month. The dislocation of trade 
was aggravated by the uncertainties connected with shipping 
interests. Until the Government had settled a scheme for 
National War Risk Insurance, all was chaotic, for shipowners 
kept their vessels in harbour, rather than expose their property 
to unknown perils from German cruisers. There was no quota- 
tion of current rates of freight from New York to Liverpool during 
August and the greater part of September, and though the aggre- 
gate exports from America had at the end of this period become 
quite large, there was still immense difficulty in arranging for 
specific shipments at given dates. The Americans were, all 
things considered, extremely willing sellers of grain, and the 
fact that prices were rising did not make them hold back to any 
notable extent. 

Western Europe was almost entirely dependent for new sup- 
plies upon the Atlantic shipments of wheat and flour during the 
whole of the autumn, so far as imported grain was concerned. 
Week after week the figures reached totals of two or three hundred 
thousand tons to all destinations from the United States and 
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Canada, while there was only a trifling contribution of ten or 
fifteen thousand tons from other sources of supply. 

Our own farmers went on selling freely, so that when 
Christmas came and prices were really high, they had but little 
stock remaining on hand. It is true that throughout the period 
since the outbreak of war both Belgium and Germany have 
ceased to be buyers of any imported grain in the usual way, and 
it is also the fact that the normal requirements of those two 
countries are considerable. It must not, however, be overlooked 
that the American relief system has provided something towards 
Belgian wants, and that Germany was able to secure an appre- 
ciable quantity of foreign grain. Taking into account these 
factors and the constant demands of France, it is wonderful that 
the United States and Canada were enabled to export so largely 
to this country besides filling the gap in the Mediterranean lands 
caused by Turkey’s interference and the consequent closing of 
the Dardanelles. As is well known, this country imports on the 
average some 5,800,000 tons of wheat and its equivalent in flour. 
But the total quantity annually shipped from exporting countries 
may be calculated at about seventeen millions of tons. This 
figure varies a good deal from one season to another, but is a 
fairly safe average. It is clear that in no sense can this country 
be considered as dominating the grain markets of the world. 
Further, this seventeen millions of tons is merely the surplus of 
exporting countries, and on the other hand represents no more 
than the deficient production in the importing countries. The 
actual crop figures for the countries of both classes which are 
brought into this rough calculation have usually been from ninety 
to one hundred millions of tons of wheat. If that widely em- 
ployed alternative food, the rye crop, be brought into account, 
another forty millions of tons should be added. Even during 
last season, when all previous export figures were surpassed, the 
United States did not dispose of one-third of its production of 
wheat to foreign lands. Russia grows quite forty millions of tons 
of wheat and rye, but the export, which is almost entirely wheat, 
seldom exceeds four million tons, 10 per cent. of production. It 
may therefore be laid down that the requirements of Great 
Britain are in no way so important to the producing countries as 
to exercise any control on international prices. 

All traders had been waiting with some anxiety for the results 
of the Argentine wheat crop, which begins to move in January 
most opportunely after considerable inroads into the harvests of 
the Northern Hemisphere. The Argentine harvest was a success, 
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but British traders soon found that there were no cheap lots of 
wheat to be had in that quarter. French and Italian agents had 
made very complete plans for purchases, and all offerings were 
speedily taken at prices which no English miller could afford to 
pay. The purchases for France and for Italy were made chiefly 
under Government auspices, probably the only method in which 
they could have been accemplished. It is not definitely known 
when the British Government began to buy both in North and 
South America. 

Though appearances are apt to be misleading in such cases, 
the grain people formed the notion that the three Governments— 
France, Italy, and Great Britain—had agents in the United 
States and in Argentina who construed their instructions 
differently, and who were therefore buying in rivalry with one 
another. In any case, prices took a course which was compatible 
with this idea, and continued to advance during all the early 
months of 1915. An announcement was made in April that the 
British Government had ceased to purchase abroad, and from 
that time onward millers in this country had merely the task of 
estimating the extent of Government stocks, whether for ship- 
ment, on passage, or in process of arriving at ports of discharge. 
Having very few data at their disposal this task was by no means 
a simple one, and most of the would-be buyers took the path of 
safety by abstaining from making contracts in wheat from the 
other side of the Atlantic until they were actually wanting it to 
take into manufacture. 

In another direction there had been an important develop- 
ment of Government policy, for the authorities of India had to 
face a complex problem. As the Indian wheat harvest advanced 
towards maturity it had become clear that the yield would be so 
large as to allow of quite important exports, and it was recog- 
nised that the British Empire had the first claim on this most 
useful adjunct to the attenuated reserves at the disposal of con- 
sumers. It is, perhaps, worth noticing at this point that Australia 
had experienced a crop failure, and has been obliged to import 
wheat, though India was not called upon, as might have been 
expected, in this connection. The problem facing the Indian 
Government was to take care that the Indian consumer was duly 
supplied at a moderate price, although the level of markets outside 
of India was such that very advanced figures could be paid by 
exporters. The prohibition of any export, except by the Govern- 
ment itself, was followed up by the arrangement of a system 
providing for purchases on Government account when the up- 
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country prices were not too much in excess of the usual level. 
The actual buying was entrusted to the firms engaged in the 
export trade normally, and the arrangements for sale were also 
in their hands, subject to the control of a committee on which 
the interests concerned were represented. All the business of 
chartering and of finance was arranged by this committee, and 
almost as soon as the Indian wheat crop began to move, the pur- 
chases by agencies of the exporting firms assumed considerable 
proportions, and lasted until the advent of the south-west monsoon 
rendered further transactions undesirable. During very wet 
weather it is never advisable to undertake any movement of 
grain, and this applies to many other parts of the world as well 
as to India. The estimates of the quantity available for export 
from India have not been fulfilled, probably in consequence of 
an unfavourable monsoon in the wheat-exporting districts, but a 
supply to this country aggregating 600,000 tons has proved a most 
timely help, though it is not yet clear how satisfactory the 
financial result will be to the Indian Government. 

As there is a regular report of weekly shipments of grain from 
India, English millers had no difficulty in forming an estimate 
of the supplies likely to be available for their current wants so 
far as Indian wheat is concerned. ‘They were prepared to wel- 
come its advent after many months’ cessation of this supply, 
and to add the customary percentage to their blend of different 
kinds. They were becoming less dependent upon wheat from 
North or South America as the season went on, and their policy 
of abstention from new purchases was very evident by the end 
of May, when prices were at about their highest point, but were 
described in the grain trade as “almost nominal.” One reason 
for this cautious policy had developed from the favourable reports 
on the growing crops in the United States, and this fact, coupled 
with the obvious lack of buyers from Europe, all at once took 
effect on the Chicago and other markets in early June. The 
ensuing decline in the world’s prices was in some cases as much 
as 25 per cent. in the course of a fortnight, and proved an immense 
relief to the situation, which had become seriously strained. 
There can be no doubt that the extension of area under wheat 
crop in so many countries had some effect on the grain trade. 
The British farmer had not largely increased his normal sowings 
in the autumn of 1914, but later in the season he had endeavoured 
to do what remained possible, and we see the result in a con- 
siderable rise in the figures. The Canadian has, in a good many 
instances, devoted to wheat every acre of land which he could 
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work, and the increase of production, from that cause and from 
the favourable season, has been so great that prices for new 
wheat in September have been scarcely higher than they were 
in July, 1914, before the war began. It is conceivable that the 
North-Western farmer may ask himself why he sowed so much 
extra wheat if he was not going to get war prices for it. Of 
course, the real reason fer the proportionately low figure in 
Canada lies in the immense rates of ocean freight which are 
obtainable. 

Ocean freight is a large factor in determining the price that 
has to be paid in all importing countries, and is of less moment 
in determining the value of South Wales coal at Buenos Aires 
than it is in settling that of the four-pound loaf in London. The 
instance of the Canadian farmer who obtains so little advance 
on pre-war prices has just been quoted, and goes to show that it 
is not always the consumer who pays the whole of the extra 
charges incurred in present circumstances. Indeed, another 
example may perhaps be allowed, which is that of the maize 
exporter in Argentina.. The people engaged in the maize trade 
in that country held a meeting the other day to resist the decline 
in price of maize, as it was, and still is, at almost the lowest 
figure known in Argentina. The market price in Europe is, on 
the other hand, quite a high one, and again all the money goes 
to the shipowner. He has such abundant employment for his 
fleet that he leaves only a bare minimum of price to the Argentine 
maize grower, who is consequently the sufferer, while his neigh- 
bour who grew wheat has sold out at good prices to the 
European Governments already cited. 

It has been stated in print that the British Government have 
fifteen hundred vessels under charter, and that this is some 
40 per cent. of the ships ordinarily available for grain carrying. 
There are, however, many vessels quite exceptionally well suited 
for the transport of troops or of stores that are not ordinarily 
employed to load grain. The specially built ocean tramp can 
work much cheaper, and the other sort cannot compete. It is 
therefore evident that any figures as to the precise effect of 
Government charters on the rise in rates of grain freights may 
be quite misleading. So long as the chief supplies of grain were 
those from the United States and Canada, the shortness of the 
transit enabled the same steamer to earn successive freights 
quite rapidly, but when the main source of supply shifted to 
South America the length of voyage out and home was immensely 
increased, and the time occupied was extended in even greater 
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proportion, as the River Plate lies within the region of delays, 
fittingly expressed by the Spanish word “mafiana.” It may fairly 
be estimated that the steamer which can accomplish three round 
voyages between the North Atlantic seaboard and Europe cannot 
complete more than a single passage out and home from South 
American ports in the same period. Therefore the number of 
steamers or the tonnage needed for Argentina is three times as 
great as it is for a similar quantity to be transported within the 
same period from the United States. Throughout the spring 
months, when bread prices were at their highest and very long 
figures were quoted from North and South American ports, it 
may well have been the Governments who paid the largest rates 
of freight to the shipowner. Taking each shipowner’s fleet as 
forming part of the available British tonnage, the Govern- 
ment had already chartered for transport duties a great per- 
centage and at moderate rates. The earning powers of many 
shipping enterprises were therefore not at their best, and 
there may be something to say on behalf of the owner who 
seeks to obtain high rates of freight for such of his vessels as 
are free. 

Mr. Runciman, in the course of a _ speech in the 
House of Commons, claimed credit for the Government 
on the ground that the official arrangements for import- 
ing wheat had the effect of reducing prices, and there can 
be no doubt that in the long run this has been so. Though for 
@ considerable period the advance quoted from foreign markets 
had the result of driving up prices for prompt delivery, yet when 
the Government purchases which had caused this temporary en- 
hancement became available for prompt use they certainly re- 
lieved the tension. The policy of secrecy, which was adopted 
from the first, tended to confuse the minds of most people in the 
grain trade, and many requests for information were addressed 
to the Board of Trade, but the inquirers never got beyond a 
certain point. Mr. Runciman appears to have assumed that crop 
reports from the United States would prove favourable, as they 
usually are, in early summer. If this weakening factor had been 
absent, no adequate reason for much decline would have existed 
in June. As it turned out, the Board of Trade method of dealing 
with the requests for information was justified, as it caused 
importers to hold off completely, and then the panic in Chicago 
followed in consequence of the very favourable prospects of the 
crops. The cost of wheat for immediate grinding had risen 
to a level at which it was impossible to manufacture flour 
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entirely from wheat to sell at even the highest price of 
bread. It was not difficult to detect in the composition of the 
breakfast-table loaf some of the expedients which millers had 
been fain to adopt. Of course, a slight admixture of rice or of 
maize does no harm to anyone, and many mills that held stocks 
of wheat at cheaper rates were able to do without any such 
change in their grist. Well on into autumn the Government 
have apparently remained in possession of some quantity of 
wheat, and the consequent discouragement as regards fresh opera- 
tions has not left the minds of traders. The profit and loss 
account of the British Government’s wheat transactions must be 
sufficiently unfavourable, but they had the courage to step in 
for the public good, and the question of financial results was, 
after all, a minor one. If we imagine the position as it might 
have been, when France and Italy were large buyers, especially 
in South America, and the feeling existed that the war could be 
brought to a conclusion in the spring, where was the trader bold 
enough to import? It looked like facing an almost certain loss 
to pay the prices that were the basis of business with these two 
Governments, and there seemed to be no alternative action that 
the trader could adopt. 

We may fairly concede his claim of benefit to the public at 
large to Mr. Runciman, but the settled feeling of traders is that 
it will not do to repeat the process. There is certainly no reason 
for Government to interest themselves in wheat purchases at 
present, for it is tolerably clear that there is plenty of supply, 
prospective at the moment of writing but likely to mature before 
very long, and at the current level of the markets there is no 
reason to suppose that traders’ enterprise will be found 
insufficient. 

The incalculable factor in the situation arises from the con- 
tinued stoppage of Black Sea trade, to be followed some day by 
its resumption. 

It is probably already too late in the season to look for any 
considerable exports of wheat before the close of the Azoff navi- 
gation, even if military obstacles disappeared. 

Doubtless there is plenty of grain of various sorts waiting a 
market in South Russia, but there is no reason to think that any 
large proportion is destined, in present circumstances, for the 
ports, as home requirements are always so important in that 
region, and the armies have to be fed. The large crops of Rou- 
mania will find their most profitable outlet in the Central Empires, 
if political considerations do not stand in the way. Alike in 
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Russia and Roumania, wheat is no more than one of the articles 
largely exported. 

While the actual effect on grain supply of the re-opening of 
the Dardanelles within the next few months might for the 
reasons given above be only moderate, it is more than probable 
that at first this would be masked by what may be called the 
sentimental effect produced on the minds of the public and 
especially on that of the American speculator. He might leap 
to the conclusion that he had to meet a large competitive source 
of supply. If the re-opening should coincide with harvest time 
in Argentina and Australia, the result in Chicago might be some- 
thing akin to the decline in last June, already mentioned. It 
could not be so pronounced as prices are not so high, but it might 
be quite sufficient to affect international markets seriously, if only 
for a time. 

In the “ Notes on Production Imports and Exports of Cereals,” 
published by the International Institute of Agriculture in Rome 
on September 18th, we find an estimated surplus of pro- 
duction in the Northern Hemisphere, reaching some sixteen 
millions of tons of wheat, as the result of the harvests brought 
into account, a total of 110 millions. It is true that this 
total is liable to be drawn upon for the requirements of tropical 
and other countries which do not grow wheat, but as a set off 
there are the Southern Hemisphere harvests due next December, 
and likely to form, early in 1916, a very substantial adjunct to 
the requirements on this side of the Equator. 

It may be of interest to call attention to the unique position 
of this International Institute of Agriculture, which is enabled to 
continue its labours with unimpaired energy even in war-time 
and in a belligerent country. It is, as is well known, managed 
by delegates from nearly all the Governments of the world, and 
none of the belligerents has withdrawn its representative. The 
total number of Governments interested is fifty-three, and most 
of them supply the Institute with periodical information on 
fairly uniform bases. 

The information includes frequent reports on the progress 
of all kinds of crops, with details as to recent weather and its 
results, and by degrees most of the Governments have come 
to learn the advantages of correctness in drawing up the reports 
of their Agricultural Departments. In fact, some of the Govern- 
ments have been induced to establish such departments by the 
representations of the Institute. Before that took place, and 
before the Institute was in working order, the grain trade was 
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sometimes exploited by exaggerated reports of crop damage and 
the like, most cleverly put into circulation, and getting a certain 
amount of credence, during the short period desired by the 
originators for compassing the results aimed at. Practically this 
species of information has been rendered nugatory by the methods 
of the Institute. 

It is a good thing to recognise that there is one place where 
all these delegates can meet and discuss matters so far removed 
from the sphere of warlike operations. It is possible to believe 
that there are many subjects which might be discussed dispassion- 
ately even though military necessities are predominant. 


JOHN H. HupsBack 
September 30th, 1915. 


No. 100.—von. xxv. 





A NOTE ON POST-WAR FINANCE. 


AN enormous financial burden is, for this country, one of the 
inevitable legacies of the war. Its ultimate amount is at present 
a mere speculation ; but it is reasonably safe to assume that the 
Debt left by the war will not fall short of £2,000,000,000. What- 
ever the issue of the struggle, there is a possibility, amounting under 
some circumstances to a probability, of its renewal within a rela- 
tively short period ; and in view of that fact it is of vital importance 
that the financial position of the country be strengthened by a 
great reduction in the Debt within the next few years. The object 
to be aimed at should not be less than the liquidation of half 
this immense sum within the first decade, a repayment of debt at 
the rate of one hundred millions per year. Having regard to the 
fact that the interest alone will amount to £100,000,000 a year, 
the proposal involves the raising of £200,000,000 annually over 
and above the “normal” expenditure. 

There has been already some discussion of the character of 
future Budgets, the suggestions hitherto made contemplating for 
the most part a mere extension of our present methods of raising | 
revenue—an increase in the number and amount of Customs and 
Excise Duties, the lowering of the Income Tax limit, further 
Death Duties, and soon. Some such steps may be inevitable ; but 
it is difficult to see how the necessary revenue can be raised in this 
way without such an extravagant increase in the duties as may 
involve secondary consequences of the utmost gravity. 

In the case of the Customs Revenue much of the increase must 
fall upon articles of general consumption, with a consequent ex- 
cessive burden on the poorer classes ; and the attempt to limit this 
burden and to widen the area of operation of the Import Duties 
may cause the country to drift into a change in its whole tariff 
policy, a change which (whether desirable or not in itself) should 
come, if at all, as the result of deliberate determination. 

It has been suggested that the Income Tax should not only be 
increased, but that the limit of exemption should be permanently 
lowered with the very desirable object of obtaining a direct con- 
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tribution from the large class of wage-earners who at present bear 
no conscious share of the National Burden. Unfortunately the 
proposal does not attain that special object. Owing to the system 
of “Children Allowance” it is probable that two-thirds of those 
earning under £160 a year will still pay no tax-——imposing merely 
a considerable amount of unremunerative work upon the Revenue 
Department. The recent reduction in the exemption limit must 
be judged as a purely Revenue measure, without reference to the 
policy of direct contribution. 

Among the precedents that govern the financial methods of 
this country is the rule that the Chancellor shall budget for the 
year. The importance of this practice can hardly be overstated. 
None of the reasons, however, which make this course so vitally 
necessary under ordinary circumstances can be urged against a 
modification of the practice in so far as an extraordinary financial 
object must be attained within a definite period of years, and 
which dare not be left at the mercy of accidental difficulties during 
that period. Our special object is now to reduce the burden of 
the Debt by £1,000,000,000 during the next ten years. Its 
supreme importance demands that arrangements to secure that 
end be made forthwith in order that its attainment may be put 
beyond all doubt and removed entirely outside the sphere of 
political conflict. In other words, so far as this particular matter 
is concerned, we should ‘“‘budget” for ten years, and not for one. 
Even here we are not without the support of precedent. The 
Land Tax of 1798, the Income Tax of 1842, the Land Valuation 
provisions of 1909, are all instances of financial measures not 
confined to the needs of the year, but designed to achieve a purpose 
necessitating in the particular measure a character of relative 
permanence. 

The following is a suggestion as to the form such a ten-year 
programme might take. 

The expenditure of this period may be regarded as falling into 
two categories :— 

(1) Abnormal expenditure consisting of repayment of the War 
Debt. 

(2) Normal expenditure comprising every other branch of the 
National outlay, including interest on the War Debt. 

As regards the first of these, we violate no recognised principles 
of taxation in suggesting that abnormal expenditure, directed to 
a specific purpose, and limited to a definite period, may be met 
by revenue of an abnormal character appropriate to its object. 
There are two things which are more particularly “interested” in 
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the war, which will suffer the greatest loss or secure the greatest 
permanent benefit according to the result of the war. They are 
British Property and British Citizenship, the two embracing all 
the material and moral interests of the State. In these two fields 
we may seek, not unreasonably, the revenue to meet the abnormal 
expenditure of the next ten years. 

First’as to British Property. It is suggested that all British 
Property, as indicated below, should pay towards the liquidation 
of the Debt one-tenth of its value as such value stands at the ter- 
mination of the war; this “tithe” to be paid over in ten annual 
instalments. In order to avoid special personal hardship, individual 
estates not exceeding £500 might be exempted; and all other 
estates charged at the uniform rate on the amount by which they 
exceed £500. 

The value of such Property may be estimated roughly as 
follows :— 


Million £. 
(a) Property chargeable to Income Tax, Schedule A, gross annual 
value £280,000,000, at 14 years’ purchase all round ... sae 83820 
(b) Incomes assessable to Income Tax, Schedule C; gross income 
from British Government Securities oe £14,000,000 





At twenty years’ purchase ... ..  £280,000,000 

Add estimated increase cas én ... £2,000,000,000 
————_———-_ 2,280 

Foreign and Colonial Securities are omitted as not being directly 

interested in the result of the war as it affects this country. 

(c) Income assessable to Income Tax, Schedule D; gross income 
assessed £600,000,000; deduct for persons, firms, foreign 
securities (other than Government securities), foreign railways 
(other than those owned by British Public Companies), say 
£280,000,000. The mee £320,000,000, at 16 iar 0 pur- 
chase we sos. 0,120 

Total ... b55 ane Par ae we .-. 11,820 


There is a substantial amount of capital invested, but, at the 
moment, unproductive. Its value is not reflected in the Income 
Tax statistics; but the above figures are near enough for the 
immediate purpose. 

Household goods, apparel, &c., are not included. It is im- 
possible to estimate these with any degree of equality, and they 
are better left out of account. Trade assets, as such (i.e., trading 
stock, &c., in the hands of the trader), are also omitted. The 
stress of competition is sufficiently keen to justify their exemp- 
tion from any further direct impost. 

From the total shown above we deduct the value of all estates 
not exceeding £500, and £500 on account of each estate exceeding 
that value. Further, a liberal allowance may be made for in- 
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adequate assessment, for British Government Securities owned 
abroad, and incidentally for a substantial fall in the ordinary 
Death Duties due to the charge this “tithe” would impose on 
all estates. 

After making every allowance, we might expect a total value 
of £8,000,000,000 subject to “tithe,” yielding a total revenue of 
£800,000,000—or £80,000;000 per year for ten years. 

In theory, at least, this specific contribution by British Property 
is worthy of consideration ; and in practice it should present no 
insuperable difficulty. 

Secondly, as to the contribution on account of British Citizen- 
ship. 

It is generally regarded as desirable that the individual citizen 
should bear some direct share of the National expenditure. The 
reasons which make this policy desirable under normal circum- 
stances apply with increased force in the case of the war. This 
object cannot be attained by any extensions of the Income Tax 
system as we now have it. Indeed it stands on quite a different 
plane. There is no connection between Citizenship and Income. 
The former represents our joint heritage, a privilege and a respon- 
sibility which we hold in common, differentiated in no way by 
degrees of station or possessions. Although in theory due from 
all, the direct burden must in the case of the poorer classes prove a 
grievous hardship; and on practical grounds it should not be 
imposed on those of inadequate means. It is suggested therefore 
that, for ten years, a yearly payment of £2 should be made by 
every individual citizen receiving an income exceeding £80 a year 
—where the income falls between £78 (30s. a week) and £80 the 
payment to be the amount by which the income exceeds £78. 
Little difficulty need be anticipated in obtaining the necessary 
information as to the persons falling within this category. 

In the case of wage-earners payment by instalments would 
doubtless be desirable; and this might possibly be arranged 
through the Post Office Savings Bank, the £2 being transferred 
from the individual account at the end of the financial year—the 
balance due (if any) being then recovered by summary process. 

During the ten-year period to which it is suggested that this 
charge should be limited a sum of about £100,000,000 would be 
available from this source towards the liquidation of the War 
Debt. 

So far then as regards the abnormal revenue and expenditure 
of this period. 

The pre-war normal expenditure as measured by the estimates 
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for 1914-5 amounted to £207,000,000. To obtain the probable 
normal expenditure during the years immediately following the 
war we should add to this figure £100,000,000 for War Loan 
interest, £20,000,000 for War Pensions, and doubtless for some 
years a substantial increase in the cost of maintaining the army 
and the navy. The normal expenditure can thus hardly fall far 
short of £350,000,000 per annum. This sum should be raised by 
normal methods with such extension or alteration in detail as the 
figures demand. 

Whatever the annual charge may be, and whatever modifica- 
tion may be made from time to time in the methods of raising it, 
the same amount should continue to be raised for the ten years. 
The reduction in the War Debt during this period would bring 
a like reduction in the annual interest charge. The total saving 
in interest over the ten years would, on the above figures, exceed 
£200,000,000; and this sum should likewise be applied to debt 
redemption. 

This definite ten-year programme would thus result in the 
diminution of the Debt by over £1,000,000,000. It would be 
deliberately undertaken at a time when its national urgency was 
most clearly appreciated. It would have behind it the full flood 
of the patriotic feeling in the country; and we may well believe 
would be undertaken willingly and cheerfully. The mere in- 
ception of such a programme would strengthen the financial 
position of the country, and emphasise its determination to spare 
no effort in securing a satisfactory peace. 

A. Hook 
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British War Finance, 1914-15. By W. R. Lawson. (London: 
Constable and Co. 1915. Pp. vi+367.) 


War and Lombard Street. By Harttey WitHers. (London: 
Smith, Elder and Co. 1915. Pp. viii+171.) 


Manual of Emergency Legislation. Financial Edition. To June 
4th, 1915. Pp. 205. Edited by Alexander Pulling, C.B. 
Published by Authority. (London: Darling and Son. 
June, 1915. Price 1s.) 


“THE financial position to-day is serious.” This declaration 
of the Prime Minister, made in circumstances of more than usual 
formality, on November 2nd, 1915, suggests that a brief survey 
of the war finance, and of the financial problems that now con- 
front us, may not be altogether untimely. Three weeks earlier 
the Financial Secretary, in a remarkable speech on the Finance 
Bill, had given what to the public generally was the first official 
intimation of the real nature of the situation, and of the uncom- 
promising transformation of our ordinary economic life which 
it demands. It is further convenient for a review of the whole 
position that we have in the Chancellor’s recent Budget speech 
authoritative figures and estimates which bring the necessary 
data for discussion nearly up to date. 

Many similar reviews have already appeared, and anyone 
writing on the subject must, in particular, be under obligation 
to the works of Mr. Lawson and Mr. Withers mentioned at the 
head of this page, as well as to the admirable compendium of 
war legislation, edited by Mr. Pulling, the financial volume 
especially. Mr. Lawson and Mr. Withers both deal with the 
past rather than with the future : with the war crisis rather than 
with the fundamental finance problems caused by the war ex- 
penditure. But the history they have sketched so admirably, and 
the acute criticisms with which the books abound, are full of 
instruction for further inquiry. Their work will serve as a text 
for a good deal of what can here be said. 
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Mr. Withers’s book may be first noticed as the earlier of the 
two. It seems to have been written in December, 1914, and 
naturally is almost exclusively concerned with the war crisis and 
the various emergency measures by which it was met. It is an 
oft-told tale, now pretty familiar to the public; but Mr. Withers’s 
account, especially the part that deals with the bill market, will 
have pefmanent value. The position at the eve of the declara- 
tion of war was tersely summed up by Mr. Asquith last March.! 
““We were confronted at that moment with the double risk—the 
risk of a shortage of internal, and of a general discredit of inter- 
national, currency.” The shortage of internal currency was more 
or less universally experienced, by neutrals as well as belligerents. 
But international currency means, for the most part, the 
London bill: and the discredit of this currency, involving 
as it did a mass of paper estimated at 350 millions 
sterling, was a special danger of the gravest kind for the 
London market. 

The shortage of internal currency was met in most countries 
by an expansion of the note circulation, sometimes of regular, 
sometimes of emergency issues. There seems generally to have 
been a run on the banks, as well as a remarkable scarcity of 
small change. On the Continent we find Governments, Banks, 
Municipalities, and even Chambers of Commerce issuing small 
notes ; in some cases for values as low as a mark or a krona or a 
franc ; even quarter franc notes were issued in France.? This 
scarcity of small change, it is said, was due partly to mobilisation 
needs, but mainly to hoarding. It does not seem to have been 
seriously felt in this country. Nor was there, so far as can be 
judged, any appreciable run on the banks,® apart from the in- 
evitable demands of an August Bank Holiday, though contrary 
statements have been made. There is, at any rate, no trace of 
any such movement in the Monthly Bank Returns. The pro- 
portion of “cash” shown for the month of August was 20°1 against 
15°2 for July; and the amount £125 millions as against £914 
millions. The July figures were quite normal, showing exactly 
the same proportion of cash as the previous year. Too much 
must not be made of these figures. Our bank returns are de- 
plorably inadequate, concealing precisely what it is most im- 
portant to know: “dim candles, lit to make darkness visible,” 


1 The whole statement will be found in Lawson, pp. 11, 12. 

2 M. Théry tells us (12 Nov., 1915), that the scarcity of small change continues in 
France, in spite of issues of 1 and 2 franc notes to the amount of 43,567,500 francs by 
sixty-six Chambers of Commerce. 

§ “ Not even on a savings bank.”—Lawson, p. 103. 
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as Mr. Withers aptly puts it.1 Returns apart, however, it seems 
that so far as can be discovered by inquiry, there was nothing 
deserving to be called a run upon the banks. The public for- 
tunately had entire confidence in them. It was the bankers, not 
the public, who were panic-stricken, and who, like the United 
States banks in 1907, did most of the hoarding. Some of them 
seem to have obliged their customers to take notes instead of 
gold, and so caused pressure on the Bank of England which might 
have had serious effects. The old tradition against direct re- 
discount with the Bank seems to have been thrown over. Mr. 
Lawson speaks euphemistically of the “extreme prudence” of 
“some of the clearing banks, who joined in the rush to the Bank 
of England, and dumped their own bills upon it” (p. 19). 

When we consider the absolute inadequacy of our reserve 
position, even for ordinary emergencies, the bankers’ panic is 
intelligible enough. They were well aware that if the public 
generally had demanded in gold 5 per cent. of the sums standing 
to their credit, whether for purposes of export or hoarding, or 
even for extra pocket money, the whole system would have 
collapsed. It would have been impossible at that time to obtain 
assistance from the Bank of France, as on three recent occasions. 
Again, we stand alone among the great commercial countries in 
having no provision for emergency issues of legal tender money. 
In other countries the National Banks can make such issues. 
The absurd Act of 1844 makes this impossible in England, and 
thus deprives our note of that elasticity which is the special virtue 
and ratson d’étre of this form of currency. In France, Germany, 
and the United States further provisions had been made. In the 
United States the Aldrich-Vreeland notes were ready, and were 
issued to the amount of over £75 millions, besides a Treasury 
issue of nearly £25 millions, and the usual Clearing House certi- 
ficates. In Germany small notes had been introduced before the 
war. The report of the Bank tells us that in France similar 
notes “were prepared and sent out in good time to every part 
of the country.” The issue began on July 31st. Nothing of the 
kind existed here, though it had long been foreseen that it would 
be required. We were as unprepared financially as in a military 
sense. 

The abler bankers had constantly protested that more sub- 
stantial reserves were necessary. It was considered enough to 
say in reply that the Bank of England, in virtue of its peculiar 


1 Even these meagre returns have been suspended since June last. Nothing 
could be more calculated to destroy public confidence. 
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position in the market, could always create credits amply 
sufficient to meet internal requirements, and that England, as 
a creditor country, could always command gold from abroad. 
But it is obvious that Bank of England credits could not meet 
a run on the banks for gold. No doubt a great creditor country 
can always meet a sudden strain by withdrawing accommodation 
from those whom it has taught to expect it. But this is not 
usually considered good banking. It is certainly bad business. 
Here it is hard to agree with Mr. Withers. He assumes that 
our banks acted in this way, and finds in the deadlock thus pro- 
duced the best proof of London’s supremacy in finance (p. 78). 
To others it will seem a proof of weakness. Nothing is more 
likely to endanger that supremacy than action of this kind: two 
or three such financial victories would be fatal. We may be fairly 
sure that nothing but extreme necessity would have driven 
English bankers to such a shift. Even creditor countries require 
strong reserves if their banking reputation is to be maintained. 
There was a smart set of City writers who went still further in 
their opposition to larger reserves. If prudent banking, they said, 
meant sitting on a heap of gold, then any fool could be a banker. 
The real art of banking consisted in the economy of gold. There 
seems confusion here. By all means economise gold in the 
circulation and in the outlying banks. The last place for such 
economy is the central reserve. But these were the views which 
have prevailed in the City.! 

Thus the outbreak of war found us with a banking reserve 
so cleverly “‘economised” that, as just stated, a 5 per cent. run 
on their huge deposits would have broken the banks. The situa- 
tion would have been an anxious one in any case. But it was 
made incomparably more serious by the complete collapse of the 
great markets which are so intimately connected with the banks, 
and which, as Mr. Conant so justly maintains, it is a primary 
function of the banking reserve to support. Next to their “cash,” 
the banks rely chiefly on three lines of resources. There is the 
money at call, their holdings of bills, and their securities. As to 
their securities, the London Stock Exchange closed on July 31st. 
Wall Street “did not open.” Most other bourses were already 


1 It is only fair to mention that leading bankers are believed to have agreed on 
a scheme, a few weeks before war broke out, which if it had been adopted would 
have distinctly improved the position, though not perhaps in quite the best way. 
But this scheme, of course, required the assent of the Bank of England, and the 
reform of the Act of 1844. Nor would it have been really effective until it had been 
in operation for two years or so, nor unless more adequate banking returns had 
been set up. It was too late. 
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closed. It was clearly impossible to realise securities. The bill 
market too was paralysed. The Bank of England acted with 
its customary public spirit, but could obviously only deal with 
a fraction of the bills current. As for the call money, it has 
always been an open secret that the short loan market is the 
danger point in times of general crisis.' The system is only 
possible on the assumption that what one bank calls, either an- 
other bank or the Bank of England will be ready to lend. It 
must inevitably break down whenever there is general pressure. 
Thus the bankers found that what they usually regard as their 
liquid assets were now, in Sir Edward Holden’s phrase, frozen. 

It was a desperate position, and it was not eased from the 
bankers’ point of view by the fact that Government had conceded 
a Bill Moratorium. This Bill Moratorium was probably an in- 
evitable measure. It seems in some form or degree to have been 
everywhere adopted. But it did not improve the banking situa- 
tion, except in so far as the banks were acceptors. The bankers 
not unnaturally came to Government for relief. What their 
demands were we can only conjecture. The concessions they 
obtained were stupendous. First the Government very wisely 
extended the August Bank Holiday by three days: a period not 
so long as to cause alarm, and yet long enough to give time for 
consideration. It then proceeded to provide emergency currency 
on a scale never before dreamt of. The Treasury were to issue 
full legal tender notes for £1 and 10s., payable in gold at the 
Bank ; and the bankers might obtain advances of these notes, at 
Bank rate, up to an amount not exceeding 20 per cent. of their 
deposit liabilities—say a total sum of £225 millions. The same 
Act empowered the Bank “so far as temporarily authorised by 
the Treasury . . . to issue notes in excess of any limit fixed 
by law.” Postal orders were put on the same basis as to legal 
tender and redemption at the Bank as the currency notes. 
Further, Scottish and Irish notes were made full legal tender, 
and banks in Scotland and Ireland were not under obligation to 
pay their notes except at their head offices, and might pay, if 
they thought fit, in the currency notes. 

These provisions might have been thought amply sufficient to 
maintain cash payments. But on the same date (August 6th) 
as they were enacted, the moratorium already granted in regard 
to bills was made with certain exceptions general. Thus cash 
payment became optional, not only from banks, but generally : 


1 Lord Goschen insisted upon this in his speeches on the Baring difficulty 
in 1891. 
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the only important exception from the banking point of view 
being that notes were still payable in cash. “The flag was 
lowered,” as Mr. Withers has it: “for the first time since the 
Restoration,’ Mr. Lawson says, “the collection of current 
debts was interfered with.” 'The general moratorium was un- 
doubtedly the most unfortunate of our emergency measures, and 
in all probability we shall not be allowed to forget it.1 In com- 
parison with it, the suspension of cash payments by the Bank 
in 1797 seems a comparatively modest precaution. It may, of 
course, have been necessary: but the necessity is not apparent 
to observers who have only the ordinary means of information. 
Mr. Lawson (on p. 111) states very fairly the arguments for and 
against the measure. Though he abstains from passing a final 
judgment, it is pretty clear what his judgment would be. 

It can hardly be doubted that the relief measures erred by 
excess rather than defect. Out of the £225 millions offered to 
the banks, the banks actually borrowed less than £13 millions, 
which was soon repaid. Some of the greatest banks made no use 
of the moratorium. Mr Lawson says: “Without declaring a 
moratorium the Americans gave themselves the benefit of it. 
On the other hand, we declared a moratorium, but most of us 
paid our debts all the same.” There is a good deal of truth in 
this. But why did the New York exchange rise to $7, if 
Americans were not trying to pay their debts? 

But whether the relief measures were or were not excessive 
the huge scale on which they were granted is some indication 
of the kind of provision the banks thought necessary for the 
situation created by a European war. Why had no approach 
to an adequate provision been made? The war could have 
been no surprise to bankers. It had long been expected and pre- 
pared for in the great European centres ; and after the experience 
of the summer of 1911 our bankers could have been under no 
illusions. Innumerable warnings had ‘been given: the very date 
of the declaration of war had been foretold by well-placed ob- 
servers. By Mr. Lawson, at any rate, war was seen to be in- 
evitable two years before the actual outbreak. Writing in 1912, 
he said: “It is no longer any secret that we are drifting into a 
trial of strength with the most powerful of European States.” ? 
But here a question has been raised which seems to deserve more 


1 Cf. Mr. A. D. Noyes’s article in the Yale Review for October, 1915. He speaks 
of the ‘‘ stupendous loss in economic prestige which London has already suffered.” 
The language is somewhat over-coloured, and perhaps reflects the known aspirations 

New York to displace London as the world’s financial centre : but it deserves note. 

2 Modern War and War Tazes, p. 138. 





1915] BRITISH WAR FINANCE 553 


consideration than has been given to it by either Mr. Lawson 
or Mr. Withers. Would any reserve provision that could reason- 
ably have been made in advance have appreciably strengthened 
our position in view of a war crisis? There are some who think 
it would. They think that reasonable reserve and emergency 
provision would have made a general moratorium unnecessary. 
Granting that a bill moratorium was inevitable, they think it open 
to question whether it would have been necessary to suspend all 
the usual finance and acceptance business, or even to make a 
prolonged suspension of the stock market (subject, of course, to 
the necessary restrictions on trading with the enemy). The ques- 
tion is bound up with another. Did the collapse of the great 
markets paralyse the action of the banks, or was it the with- 
drawal of adequate banking accommodation that paralysed the 
markets?! The absolute suspension of the markets was a heavy 
blow, not only to the banks, but to the general business of the 
country. Might they not have been kept alive, though with their 
functions restricted, if due and timely preparation had been made? 
It is a difficult question on which no one could be anxious to 
dogmatise. One thing may fairly be said. The object was so 
vitally important that it was worth while to have made a deter- 
mined effort to secure it. No such effort was made. 

Mr. Lawson’s book throws valuable light on these matters. 
The position of the great bill and stock markets during the crisis, 
and under the emergency measures, is very fully treated by him. 
His book is much wider in scope and more fully documented than 
Mr. Withers’s sketch, and brings the history down to a later date. 
What that date is does not always clearly appear. The impres- 
sion one gets is that the book is to some extent a collection of 
articles written at different times. But the whole is well arranged 
and forms by far the most important contribution to the critical 
history of the war crisis which is at present available. The bill 
market is not so prominent in his pages as in those of Mr. 
Withers : but Mr. Lawson gives a useful account of the estimates 
that have been made of the bills in circulation at various times. 
Both writers accept the general opinion that at the time of the 
crisis something like £350 millions of bills were current in the 
London market. Both writers, again, find that the value of the 
earlier forms of relief granted was over-rated. Mr. Withers en- 


1 A competent observer, Mr. Spalding, says, ‘‘ The consensus of opinion, outside 
banking circles, seems to be that the action by the banks, in calling up all their 
loans from the discount brokers and other similar borrowers, to some extent precipi- 
tated the crisis.”—Foreign Exchanges, p. 98. 

The main purpose of a banking reserve is to make such pressure unnecessary. 
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dorses the very general view that the banks might have “shown 
greater readiness to assist in the task of reorganising exchange ” 
(p. 74). Mr. Lawson is less inclined to criticise the banks, but 
justly lays stress on the supreme services rendered by the Bank 
of England. It was, as he truly says, the mainspring of all the 
emergency measures. “Without it there could have been no 
heroic bill-discounting, no conjuring with Treasury guarantees 
for all sorts of financial and commercial debtors. The Bank of 
England furnished the talisman, and the Chancellor of the Ex- 
chequer applied it” (p. 13). 

The services rendered by the Bank were certainly remarkable. 
The White Paper recently issued shows that in the five days 
ending July Ist the Bank had made general advances to the 
amount of £27 millions; while its total advances to bill-brokers 
are estimated at £30 millions. In the week ending August 5th 
its gold reserve declined £17 millions, notwithstanding a receipt 
of £54 millions, leaving the amount as low as £11 millions. The 
proportion dropped in a fortnight from 52 per cent. to 15 per cent. 
The Bank state that they had refused no legitimate applications 
for assistance. The whole mass of liability on account of relief 
measures, nominally assumed by Government, of course fell in 
the first instance on the Bank. Some idea of the amount of this 
liability may be gathered from the statement in the Revenue 
returns that £160 millions has already been repaid. It is clear 
that the Bank Directors showed their usual courage and did all 
that could possibly have been expected of them. 

Passing to the Stock Exchange position, we find Mr. Lawson 
here at his best. He is not satisfied that this market need have 
been closed. Securities had been depreciating for a long time 
before the war, and in the ten days before the House closed there 
was a further fall of no less than £188 millions (or 6 per cent.) 
in the representative securities scheduled by the Bankers’ Maga- 
zine. The open account, too, was small. So Mr. Withers (p. 
121): “It was generally agreed by most active stock-brokers 
in the middle of July that they had never seen the Stock Exchange 
account so small.” Subsequent returns showed it to be about 
£80 millions for London and £12 millions for the country ; hardly 
one-quarter of the liability in the bill-market. Mr. Lawson 
thinks that the banks had much more at stake than the members 
of the Exchange,’ and that they exerted their influence in favour 
of closing, a step which he does not believe the Committee would 


1 “Tt is estimated that the banks had lent £250 millions to their customer 
against stock exchange securities as collateral.” — Withers, p. 122. 
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have taken on their own responsibility. But he admits that 
direct pressure was put upon the Committee by a section of the 
members. “The Stock Exchange was made the scapegoat of 
more powerful and higher-placed offenders. . . . After hours on 
July 30th, forty large firms are said to have notified the Com- 
mittee that if the House re-opened they would have to hammer 
themselves” (p. 54). There we must leave the matter. Of the 
provisions made for immediate relief to the Exchange, and for 
facilitating the postponed settlement of November 18th, Mr. 
Lawson seems to approve. The undertaking of the “banks to 
which currency facilities are open” not to press for repayment of 
loans until after the war seems, as he says, to have been of the 
nature of a quid pro quo. But he is very critical of the arrange- 
ments made on the re-opening of the Exchange. Chapters IX. 
and XII., in which he deals with these matters, are among the 
best in the book. Incidentally he shows that our habit of fort- 
nightly settlement and the contango methods, though extremely 
convenient in many ways, have their disadvantages, as Americans 
have always contended, and certainly proved awkward in this 
war crisis (pp. 128-9). It is a point that deserves careful con- 
sideration ; though we are hardly likely to change our practice. 
But there will be much sympathy with Mr. Lawson’s general 
view as to the restrictions. He complains that from first to last 
the Stock Exchange was treated as though it were a national 
danger, instead of an essential piece of the nation’s economic 
machinery. The re-opening regulations were unnecessarily 
drastic. The prohibition of new issues except by special license 
(sometimes, as a recent case has shown, most arbitrarily with- 
held) played directly into the hands of Wall Street. In a later 
passage, written after three months’ experience of the new rules, 
he says that, as he had anticipated, “their effect in stimulating 
American competition has been very remarkable” (p. 244). So 
in regard to the minimum price rules. He thinks the fear of 
German liquidation exaggerated. “First, the bulk of it was done 
before the war commenced; second, the completion of it was 
effected chiefly through Amsterdam and New York. . . . Treasury 
regulations of any kind would have been futile, and those actually 
issued were far more embarrassing to our market than to Berlin.” 
The C.P.R. method of refusing to transfer shares out of enemy 
names was an infinitely more effective check than any Treasury 
restrictions could be (p. 187). The provincial Exchanges seem 
to have been allowed more freedom. Mr. Lawson says “they 
faced the crisis more boldly and wisely than the metropolitan one 
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was allowed todo. They also offered a stronger resistance to the 
encroachments of the Treasury” (p. 58). It is hard to avoid the 
conclusion that the restrictions were excessive, and that not 
merely the Exchange, but the country, has suffered in conse- 
quence. It is obviously desirable, for instance, to encourage the 
sale from this side of anything marketable on Wall Street. Yet 
the enforcement of Leeman’s Act and the obstacles to arbitrage 
have so impeded free dealing as greatly to obstruct such sales. 
You cannot cramp one of the vital organs of an economic com- 
munity without impairing its general economic strength. 

The Treasury issue of Currency Notes, which was one of the 
earliest emergency measures, has been the subject of so much, 
and such divergent, criticism that it seems to call for special 
remark here, all the more as neither Mr. Lawson nor Mr. Withers 
seems quite satisfactory in his handling of the matter. We have 
an influential Committee of the British Association recommend- 
ing that the issue should be withdrawn, and that if paper money 
is required to replace sovereigns and half-sovereigns it should be 
provided by Bank of England notes of these denominations. It 
is a curious recommendation because, as everyone knows, the 
Bank of England issue is practically made by the Bank as the 
mere instrument of the Treasury. The Directors of the Bank 
have no control or discretion whatever in regard to the issue, 
which is purely mechanical. Sir Richard Cooper, on the other 
hand, demands in the House of Commons that the Government 
should take over the present Bank issue. Now there is, of course, 
one important distinction between the two issues as now con- 
ducted. Neither issue is a bank issue in the ordinary sense of that 
term. But the Bank of England issue is made under conditions 
which are defined by statute, and which in practice limit its un- 
covered element. Even here, however, it must be observed that 
the Treasury may be and has been invested by Government with 
power to suspend the statutory conditions. But the new Currency 
Note issue is at present absolutely undefined. So far as the Act 
is concerned, ‘‘Currency Notes may be issued to such persons and 
in such manner as the Treasury direct.” This may be a reason- 
able arrangement at a time of crisis, but, as Mr. Withers objects, 
is hardly defensible as a permanent arrangement. Definite 
statutory regulation, however, could easily be provided. What 
is still more objectionable than the absence of regulation is that 
the actual method of issue is concealed, and the whole weekly 
return “quite incomprehensible except to those who have privi- 
leged access to an understanding of its mysteries” (Withers, p. 
148). This is one of the many examples of the policy of secrecy 
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and mystification which has done so much to undermine public 
confidence during the war. It makes useful criticism almost 
impossible. As Mr. Lawson says, “The first condition of thorough 
and effective inquiry is a relaxation of the severe reticence which 
characterises most of our banking returns” (p. 51). But one 
point should be clear enough. The Currency Notes are certainly 
payable in gold on demand. Why then does Mr. Lawson speak 
of “the fiction of their being gold notes”? They are as clearly 
convertible, under Section 3 of the Act of August 6th, as the 
regular issues of the Bank are. Indeed, as Mr. Withers properly 
observes, this Act imposes a new liability on the Bank not recog- 
nised in its weekly account (p. 117). It is not so clear whether 
the Bank has any control over the gold reserve of £284 millions 
now held against the notes. This, again, is not shown in the 
Bank return. 

But what is, or should be, the purpose of an issue of this 
kind? Some definite conclusion on this point is surely essential 
before we can pronounce on the expediency of the issue. It does 
not seem to have been duly considered by the critics, and this 
may explain their very various utterances. Perhaps the diffi- 
culty partly arises from the extreme ambiguity of the term “note.” 
This name is given to a variety of documents which have little 
in common but their physical character and their currency. Some 
are issued by Governments, some by private persons : some are 
legal tender money, some merely forms of bank credit, like the 
cheque or the credit against which the cheque is drawn. Some, 
like the gold and silver certificates of the United States, are really 
convenient substitutes for coinage, backed by their face value in 
metal. Our Bank of England notes come near to this type. 
Others, again, are issued as auxiliary to existing metallic currency, 
whether of standard coin or small change. Again, the occasions 
of the issue may be quite different : the notes may be issued to 
meet quite different economic purposes. Mr. Conant insists upon 
three of these as primary.!' Notes may be used to meet (a) a 
seasonal demand for currency, (0) a crisis or emergency demand, 
(c) a demand for the concentration of the stock of gold. To this 
one might add that notes may also be used (d) as the simplest 
form of bank advances (cf. the early Scottish banks), or (e) as a 
cheap form of till-money, an instrument of banking economy ; and 
lastly they have too often been used, especially if inconvertible, 
(f) as a last resource for financing Governments, a kind of forced 
loan. Perhaps we may assume that there has been no question, 


1 Banker’s Magazine (New York), Sept. 1915.—‘‘ The Modern Field for the 
Bank Note: its Service in Emergencies and in the present War.” 
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so far, of using currency notes in this last fashion; and they 
clearly cannot serve uses (d) and (e). Coming back, then, to Mr. 
Conant’s three primary uses, the currency notes were neither 
intended nor required to serve as seasonal currency, after the 
manner of the monthly and quarterly issues of the Reichsbank. 
We rely gn Bank of England credits to discharge this function 
in England. 

The real question, then, is between Mr. Conant’s other two 
uses. Are we to regard the currency notes as an emergency issue 
or as a means of concentrating our stock of gold? At the outset, 
‘no doubt, these notes were used and intended purely as an 
emergency issue. The primary object was to allay the bankers’ 
panic and to prevent the development of panic in the general 
public. Later, too, it may have been used in somewhat similar 
fashion to lessen the strain on the banks caused by the subscrip- 
tions to the enormous war loans. But if this were the real ground 
for the issue, it ought long ago to have been withdrawn from circu- 
lation. It certainly was not the purpose for which such an issue 
had long been planned. The normal function of the currency 
notes was to serve as a means of increasing our financial strength 
by the concentration of all our available gold at the centre. 
Germany had largely effected this before the war by the issue of 
smaller Reichsbank notes; and since the outbreak of war, first 
Germany, and then France, have increased their central holding 
of gold in a quite remarkable way. For more than a generation 
past, some of the ablest Governors of the Bank of England had 
steadily held in view the adoption of a similar policy in this 
country. They regarded our gold currency as our first line of 
defence in a serious war. Hence they were opposed to a £1 note 
issue in peace; because if such an issue had been made on the 
ordinary lines, a large part of the coin replaced would never have 
been held in reserve, but would have left the country. But in a 
war issue, Government can control the terms of issue, and might 
so have arranged it that by this time some £100 millions of gold 
would have found their way from the circulation to the central 
reserve. A costly gold circulation is one of the first luxuries we 
should economise in time of war. But the concentration of 
gold is not merely an economy in expense. It is an immense 
increase of our economic resources. £1 in the central 
reserve, Lord Goschen used to say, is worth £5 in the pockets of 
the people. 

From this point of view the Treasury issue has been very 
largely a failure. We do not know how much additional circu- 
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lation is required by the heavy military expenditure and the rise 
of wages. The currency notes may have done good service in 
preventing withdrawals of gold from the Bank for this purpose. 
But while in Germany the gold reserve has increased by some 
£55 millions since the last pre-war return, and the French reserve 
by some £40 millions in the last four months, there is no evidence 
that any appreciable amount of gold has reached the Bank of 
England.’ Between July 29th, 1914, and July 28th, 1915, the 
Bank lost £22 millions to the general circulation. Some £15 
millions of this may have come back since; but the Bank has 
been wholly dependent for any increase in its resources on pur- 
chases of imported gold. Meanwhile the Treasury issue, though 
it has failed to discharge the only purpose which could justify 
its continuance now that the time of emergency has passed, shows 
a steady increase, and has now reached an amount of £90 millions 
odd, having doubled in five months. Where is the gold which 
this large issue must have superseded, and would, if rightly 
managed, have brought into the national reserves? With the 
exception of the £28,500,000, which has long been set apart as 
currency note reserve, we are forced to the conclusion that most 
of the gold is being hoarded by the banks, or by some of them. 
It was in the power of the banks to make the issue a great success. 
They might perhaps have been compelled to do so if suitable con- 
ditions had been imposed when assistance was first given them 
by the Government. The public behaved well. They gave the 
currency notes a good reception, and often voluntarily brought in 
gold to the banks. It is not their fault if the issue has so far 
failed. Of course, the failure is not complete. If the gold is not 
yet where it should be, in the central reserves, large quantities, 
at any rate, have been withdrawn from the hands of the public. 
This is a step in the right direction. To recall the Treasury notes, 
as some advise, would only be a retrograde movement, even if 
it were practicable. What is wanted is‘ to complete the con- 
centration of gold which the notes make possible. 

The question of Ways and Means does not enter into the 
scope of Mr. Withers’s book. Mr. Lawson deals with it ener- 
getically and at some length. His chapter on “Our Intricate and 
Perplexing Taxes” is full of useful suggestion. What strikes 
him, and so many other observers, is the remarkable disregard 
of administrative difficulties and indirect consequences so often 
shown. A recent illustration of this was the proposal to make 

1 **So far gold has not been added to the Bank from internal circulation, but 
rather the reverse.”—Bankers’ Magazine, October, 1915, p. 435. 
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bankers collect income tax on deposits, and, again, the scheme for 
levying income tax on wage receivers by quarterly instalments. 
Mr. Lawson considers that it is the lower middle class who are 
most heavily penalised by current taxation.1 He strongly dis- 
approves of the Vote of Credit system. All expenditure under 
this system is made on dummy estimates and withdrawn from 
Parliamenfary Control. The procedure was condemned by the 
Treasury Minute of February 14th, 1880, which he quotes on 
p- 313. Mr. Lawson foresees “the doom of the One-Man 
Budget” ; and apparently looks forward to the institution of a 
Standing Committee on Finance, such as exists in France. His 
general criticism may be summed up in a single sentence: “The 
two most essential elements of sound finance have been very 
little heard of, namely, business management and administrative 
economy.” 

The most recent parts of Mr. Lawson’s book do not seem to 
be later in date than May, 1915; and he does not go into detail 
as to the methods, outside taxation, by which money has been 
raised. But the outstanding feature of our finance has been the 
remarkable success of the Treasury Bill. This applies more 
especially to the system of continuous issue at fixed rates : which 
has the great merit of suiting the convenience of the money 
market, and at the same time giving the central authority an 
effective control over the market rate of discount. These bills 
have been current to an amount of £275 millions without any 
of that disturbance which a loan of the same amount would cause. 
It is clearly impossible to meet the enormous demands of the 
war without recourse to longer-dated obligations; but when we 
consider that the greater part of the money borrowed is being 
constantly returned by war expenditure, the presumption seems 
to be in favour of continuous, rather than catastrophic, loans. 
Mr. Drummond Fraser and Mr. Gibson have advocated the con- 
tinuous issue of War Bonds of various amounts and dates, down 
even to the value of £5, and period of one year; and their argu- 
ments seem to be well worthy of consideration. It has often 
been asked, too, why the lowest denomination of Treasury Bill 
should be £1,000. This excludes a great mass of possible private 
investors in these bills. Here we touch closely on another issue 
which has come very much to the front in the war finance of all 
the great countries. Is it better that Governments should be 
directly financed by the public, or mainly by banks using the 


1 In his Income Tax Table, p. 298, there is an obvious slip of shillings for 
pence in the rates. 
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money of the public? Neither Mr. Withers nor Mr. Lawson 
touches on this point. Mr. Gibson has more than once expressed 
decided views in favour of direct subscription; but some of his 
argument: are not convincing. Each method seems to have its 
own advantages, and it is hardly possible to dogmatise on the 
question. We can all agree in accepting Mr. Gibson’s general 
account of the problem of war finance. ‘The whole art of loan 
raising is to substitute scrip for goods with as little financial dis- 
turbance as possible.” 

But so far, to use a phrase of Mr. Lawson’s, “we have only 
been shuffling the cards for the real game which is to come.” 
We have simply been dealing with matters of account, with the 
machinery of finance. If we were, as Germany now practically 
is, a self-sufficient country, the problem of finance would be fairly 
simple, though it must necessarily run into alarming figures. If 
the production and consumption of the nation were so adjusted 
as to leave a margin above the civil consumption sufficient to 
furnish the extra supplies of food, munitions, &c., required to 
carry on the war—then the question of arranging for the postpone- 
ment of payment for the cost of the war consumption could be 
settled without any great difficulty. It might even prove, as 
Mr. Gibson thinks, that the war could be financed at 4 per cent.,’ 
for, as he says, the success of war loans is more dependent on 
the right mobilisation of the national industry than on the rate 
of interest. But here we come to the real crux of the situation. 
The real problem concerns the economic conditions which lie 
behind the Chancellor’s figures of account, viz., the balance of 
national production and consumption. What is absolutely essen- 
tial, and after more than a year of war we have hardly begun 
upon it, is the reorganisation of our *whole economic life, con- 
sumption as well as production, upon a war basis. Production 
must be increased, or non-military consumption cut down, until 
there is a sufficient balance to meet the military consumption. 
When we consider that the extra consumption due to war (in- 
cluding advances to Allies) is estimated for the next financial 
year at £1,625 millions, as against a normal annual consumption 
of little over £2,000 millions, we can see how very serious the 
position is. 

The necessary reorganisation ought to have been put in train 
at the outset. It must have been, if, like Germany, we had been 
a nearly closed State. But our sea-power enabled us to obtain 
temporary assistance from outside. This was a doubtful boon. 


1 Bankers’ Magazine, August, 1915, p. 147. 
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The assistance disguised the real position, without providing any 
permanent amelioration of it. If it had been given on terms of 
long-dated loan, it would still have increased the weight of debt 
the country has to carry ; but it might have been worth our while 
to incur this inconvenience rather than to put severe restrictions 
on national consumption. But the neutrals in this war are all 
borrowing, not lending nations. Hence our purchases were made 
on ordinary commercial “cash ” terms, that is, by short bills (some- 
times, we are told, actually by cash in advance). The result is that 
we now find ourselves faced with an exchange problem of a much 
more urgent character than any question of loan liability. The 
consequences of failure to meet cash liabilities are well under- 
stood. They stand on a quite different plane from the difficulties 
imposed by borrowing for long terms. A great business may 
prosper on borrowed capital ; but inability to meet its bills is fatal. 
What the present amount of our adverse balance on exchange is 
can only be roughly guessed. We have no definite figures as to 
our earnings on freights, as to expenditure of foreigners in 
England, as to remittances to relations from abroad, as to the 
value of our financial and commercial services to foreigners, nor 
as to the interest on our foreign investments. We may be certain 
that the war has disturbed all normal estimates for these items. 
Nor do we know the exact figures of our advances to our Allies,} 
nor the amount of imports on Government account : both items 
of first-rate importance. But six months ago estimates were 
made which put the adverse exchange balance for the year at 
£500 millions. We must take this as a minimum figure. Of 
course, this adverse balance has been largely set off by special 
operations. Apart from the normal adjustments of exports and 
imports, whether of goods or services, there are four main methods 
by which exchange can be rectified, and we have used them all. 
We have exported gold, we have sold securities, our banks have 
made private finance arrangements, and, finally, we have raised 
a dollar loan in New York, jointly with France, for £100 millions. 
We have also cut down rigorously our foreign investments. How 
far all these operations have gone towards reducing the adverse 
balance can only be matter of conjecture. What is certain is 
that all the chief neutral exchanges are against us, by percentages 
ranging from about 14 per cent. to 9 per cent.; the New York 
exchange, most important of all, having dropped at one time to 
73 per cent. discount, and standing now at about 5 per cent. 


1 Lately estimated by Mr. McKenna at £423 millions for the year 
1915-16. 
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The remedial measures were carried out in a way that is 
certainly open to criticism. There are two sides to every exchange 
question, just as there are to the question of high prices. There 
are obvious objections to low exchange, which makes payment for 
imports costly. But on the other hand, it is all in favour of ex- 
ports of goods and of the sale of securities. Hence it is eminently 
desirable that the various operations for rectifying exchange 
should be carried out by some concerted arrangement, if not by 
one authority. Our resources in the way of securities marketable 
on Wall Street are limited, and it is desirable to sell them to 
best advantage, i.e., on a low exchange. If the bulk of them could 
be sold by a committee of experts, much as Barings’ securities 
were realised after 1890, then gold exports, bank finance, and 
loan operations might be so arranged as not to clash with the 
sale of securities.'_ The American loan itself was only a qualified 
success, as might have been expected. Up to the war the United 
States had been a great borrower from Europe. In spite of the 
stimulus which the war has given to her trade she cannot suddenly 
become a lender upon a large scale. What she was able and 
willing to lend might probably have been obtained with less fuss 
if special subscriptions to the regular war loans had been opened 
in New York, with interest payable in dollars, not subject to 
British income tax. If the amount obtained in this way proved 
inadequate, it would then be possible to supplement it by private 
finance arrangements of the familiar type, but perhaps for longer 
terms. The plan ai.pted of raising a special loan seems to have 
created some political difficulty, and hardly improved the national 
credit. 

In any case, our resources for rectifying an adverse exchange 
balance are strictly limited. None of the four expedients. to 
which we have resorted can be continuously available to any 
considerable extent. The exchange difficulty is only the symp- 
tom of a more radical mischief. The real significance of the 
adverse exchange is that our national economic life is very far 
from being organised on a sound war basis. The margin between 
the output of our industries and the consumption of our civil 
population is not sufficient to furnish the military supplies which 
we have undertaken, and are obliged, to provide. This is the 
fundamental issue, and we ought to have faced it long ago. Our 
credit is excellent and our financial methods sound. But the best 
finance in the world cannot enable a nation, situated as we now 


1 After these lines were written, we learn from the Press that arrangements 
of the kind suggested may be made: a year too late. 
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are, to go on continuously consuming greatly in excess of its 
production. 

Our papers are never tired of dwelling on the weakness and 
artificiality of German war finance. Too much can easily be 
made of this. It will prove awkward for Germany when the 
final settlement comes. But till then, what is important is not 
so much- the machinery of finance as the national organisation 
behind it. If Germany, after supplying her population with bare 
necessaries, is still able to produce what is required to keep her 
armies in the field, then, however artificial her finance may be, 
it will not prevent the carrying on of the war. There is a passage 
in the rather flamboyant speech of Dr. Helfferich on the Third 
German Loan which is not without instruction for ourselves. 
“The wealth,” he says, “to which our success is due is not the 
sum of our savings, but rather our whole economic tec)nical 
apparatus. It lies, above all, in the living labour power of our 
people, who, in war, work and create for war. . .. We carry 
victory within ourselves.” 

If victory does not lie within us, we certainly cannot find it 
elsewhere. The modern Englishman is apt to think he can. 
the popular trade philosophy, which studiously ignores the im- 
portance, almost the very existence, of political frontiers, has 
allowed us to drift info a complace~t dependence upon foreign 
nations. Nothing but our sea supremacy makes the position 
possible, even in time of peace. But war emphasises the always 
vital importance of the nation ; and in a world-wide war like this, 
when the only neutrals are borrowers and not lenders, it is clear 
that the belligerent groups must in the main be self-sufficient. 
We must rely on our own resources; it is high time we began 
seriously to organise them. Maximum efficiency, minimum ex- 
penditure : these must be our objectives. Fortunately there are 
wide margins for economy in both directions. But they must 
be utilised to the utmost. ‘ H. 8. FoxwkEiu 





THE BANK OF ENGLAND AND THE “SUSPENSION 
OF THE BANK ACT” AT THE OUTBREAK OF 


WAR 


THE correspondence between the Bank of England and the 
Government on the issue of Notes by the Bank of England in 
excess of the limit allowed by law at the outbreak of war has 
now been issued as a White Paper. For the purpose of record 
the letters which passed are reproduced below. The historical 
precedents of 1847, 1857, and 1866 seem to have been followed. 
We are now definitely told that authority was given by the 
Government for what is known as the “Suspension of the Bank 
Act ”’—although the Suspension of only a part of the Bank Act 
is, in fact, involved, and the expedient in question is entirely 
distinct from the Suspension of Specie Payment with which 
it has sometimes been confused. These letters were exchanged 
on Saturday, August Ist, 1914. On Monday, August 3rd, 
a Bank Holiday was proclaimed, which lasted until August 6th. 
The Bank Return, which was published on August 7th, showed 
that it had not in fact proved necessary to make use of the per- 
mission authorised in the letters of the Prime Minister and the 
Chancellor of the Exchequer. It was not necessary, therefore, to 
introduce an Act of Indemnity. 

In the meantime, on Thursday, August 6th, the Royal Assent 
had been given to the Currency and Bank Notes Act. By virtue 
of this Act there was no further necessity for private assurances 
from the Government to the Bank—a clause being inserted in the 
Act as follows: “The Governor and Company of the Bank of 
England and any persons concerned in the management of any 
Scottish or Irish bank of issue may, so far as temporarily 
authorised by the Treasury and subject to any conditions attached 
to that authority, issue notes in excess of any limit fixed by law.” 

It was generally believed until recently that no advantage had 
been taken of this clause, as it was supposed that the other clauses 
of the same Act, which authorised the issue of Treasury Notes 
without specific reserve, had been sufficient. 
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So, indeed, they would have, if the precaution had been taken, 
as in other countries, of printing emergency notes beforehand. 
The Prime Minister’s answer to a question in the House of 
Commons (printed below) now discloses the fact that the in- 
sufficient supply of Treasury Notes made it necessary to issue 
to bankers, on August 7th and 8th, a part of the advances, to 
which they were entitled under the Currency and Bank Notes 
Act, in the form of Bank of Engiand notes instead of Treasury 
notes. This did not become public at the time, as the position 
was normal again before the issue of the next Bank Return. But 
it is much to be welcomed in the interests of historical accuracy 
and frankness, that the Prime Minister should have stated that 
the above arrangements made necessary an excess issue of Bank 
of England notes, which reached, at its highest point, £3,043,000. 

One other small historical point is to some extent cleared up 
by the publication of this correspondence. In the letter from 
the Prime Minister and the Chancellor of the Exchequer it was 
laid down that no discount or advances in contravention of the 
Bank Act should be made at a rate of interest less than ten per 
cent. There is nothing in the correspondence to show that 
the Government required the Bank rate to be raised to ten per 
cent. forthwith, or that the raising of the Bank rate to ten per 
cent. on August 1st, which has been the subject of much criti- 
cism, was made a condition of the Government letter. When the 
temporary excess issue actually took place, the Bank rate was 
down again to six per cent. (August 7th) and five per cent. 
(August 8th). 


I.— LETTER FROM THE BANK OF ENGLAND TO THE CHANCELLOR OF 
THE EXCHEQUER DATED AuGusT Ist, 1914. 


BANK OF ENGLAND, E.C. 
August 1st, 1914. 


Sir,—We consider it to be our duty to lay before the Govern- 
ment the facts relating to the extraordinary demands for assist- 
ance which have been made upon the Bank of England in con- 
sequence of the threatened outbreak of hostilities between two 
or more of the Great Powers of Europe. 

We have advanced to the Bankers, Bill Brokers, and Mer- 
chants in London during the last five days upwards of 27 millions 
sterling, upon the security of Government Stock, Bills of Ex- 
change, &c., an unprecedented sum to lend, and which, therefore, 
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we suppose, would be sufficient to meet all their requirements ; 
although the proportion of this sum which may have been sent 
to the country must materially affect the question. 

We commenced this morning with a reserve of £17,420,000, 
which has been drawn upon so largely that we cannot calculate 
upon having so much as £11,000,000 this evening, making a fair 
allowance for what may be remaining at the branches. 

We have not up to the present refused any legitimate applica- 
tion for assistance, but having regard to the depletion of the 
reserve, we fear that unless we obtain authority to issue Notes 
against Securities in excess of the amount permitted by law it 
will shortly become necessary to curtail the facilities which under 
present conditions we regard it as essential to offer to the trade 
and commerce of the country.—We have the honour to be, Sir, 
your obedient servants, 

WALTER CUNLIFFE. 
R. L. NEWMAN. 
The Rt. Hon. the Chancellor of the Exchequer. 


JI.—LETTER FROM THE PRIME MINISTER AND CHANCELLOR OF THE 
EXCHEQUER TO THE BANK OF ENGLAND, DATED AuGusT IST, 
1914. 

TREASURY CHAMBERS, WHITEHALL, S.W. 
August 1st, 1914. 


Gentlemen,—We have the honour to acknowledge the receipt 
of your letter of this day to the Chancellor of the Exchequer in 
regard to the extraordinary demands which are being made upon 
the Bank of England in consequence of the threatened outbreak 
of hostilities between two or more of the Great Powers of Europe. 

In the circumstances represented, His Majesty’s Government 
recommend that, if the Bank of England shall find that, in order 
to meet the’ wants of legitimate commerce, it is requisite to extend 
its discounts and advances upon approved securities so as to | 
require issues of Notes beyond the limit fixed by law, this neces- 
sity should be met immediately upon its occurrence, and in that 
event they will not fail to make application to Parliament for its 
sanction. 

No such discount or advance should be granted at a rate of 
interest less than 10 per cent., and His Majesty’s Government 
reserve it to themselves to recommend, if they should see fit, the 
imposition of a higher rate. 

After deduction, by the Bank, of whatever it may consider 
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to be a fair charge for its risk, expense, and trouble, the profits 
of these advances will accrue to the public.—We have the honour 
to be, Gentlemen, your obedient Servants, 
H. H. Asquitu. 
D. Lioyp GEORGE. 
To the Governor and Deputy Governor, Bank of England. 


III.—HovsE or Commons DEBATES, NOVEMBER 9TH, 1915. 


Mr. ASsQuITH, in reply to Mr. R. Gwynne, who asked the 
Prime Minister if the letter, dated August 1st, 1914, from the 
Prime Minister and the then Chancellor of the Exchequer to 
the Bank of England, authorising the suspension of the Bank 
Act, had now been cancelled, said : “The authority of August 1st 
was never acted upon, and was superseded by Section 3 of the 
Currency and Bank Notes Act, 1914, which received the Royal 
Assent on Thursday, August 6th. On August 7th and 8th, as 
adequate supplies of currency notes were not for the moment 
available, certain notes of the Bank of England were used at 
the request of the Treasury for the purpose of advances to bankers 
under the Currency and Bank Notes Act, the maximum excess 
involved being £3,043,000. By August 10th the position as 


regards the bank notes had become normal in all respects.” 





REVIEWS 


An Introduction to the Economic History of England: the Middle 
Ages. By E. Lipson. (London: A. and C. Black. 1915. 
Pp. vilit+552. Price 7s. 6d. net.) 


THIS is not—like so many “Introductions”—just a piece of 
book-making, but a work of considerable, even in parts of great, 
learning. The bibliography is remarkable, and the text shows a 
mastery, among other things, of pretty well all the very abundant 
new material—primary and secondary—which has appeared in 
English during the last fifteen years or so. The handling of 
primary sources varies in quality, rising highest in Chs. 7-9, which 
deal with the Gilds and the Woollen Industry. Here the new 
material gives Mr. Lipson excellent opportunities, which he does 
not miss. Indeed, so good are some of the detailed discussions 
that a reviewer is tempted to follow them up before dealing 
with the broader features of the book, before even asking what 
its merits are as an Introduction to the Economic History of 
England. 

If an Introduction means a book for beginners, or a book 
which will arouse interest in one branch of history among those 
acquainted with other branches, then this volume—although it 
contains serious contributions to economic history—is not a very 
successful Introduction. Unfortunately, the earlier chapters, the 
agrarian chapters, are among the least successful. Not that they 
are short of learning. There are very few conclusions which one 
is disposed to challenge; the discussions of received and of new 
views are thorough and scholarly ; but the style is lifeless and the 
arrangement odd. In the ninth line of the book, before we have 
had a live account of anything, we are told that “the problem of 
the manor has given rise to two schools, the Manorial and the 
Teutonic.” We sigh, think of a coach’s examination notes, and 
read on steadily through the careful summary of what we had 
hoped was, at any rate in this form, an extinct controversy. In 
Ch. 1 it is assumed that we know what a manor is. In Ch. 2 it 
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is “described in general terms.” Agriculture proper first occurs on 
p. 56: the types of village settlement are introduced, in a way 
which suggests no real liking for villages or eye for country, 
among “concluding observations” to an “account of rural life in 
the thirteenth century” on p. 75. Surely this is all upside down. 
Seebohm began with the fields and Maitland with the ordnance 
map of the villages, and they were not writing for beginners. In 
the interest of any but the most hardened scholars a protest must 
be entered against Mr. Lipson’s completely unexplained use of 
that barbarous though convenient transliteration from technical 
German, “wild field-grass husbandry” (p. 58). But if he is not 
writing for beginners, some of this criticism falls to the ground. 

The argument of the passage just referred to does not seem 
conclusive. Mr. Lipson ‘“‘can scarcely suppose that [the English 
invaders] carried on extensive cultivation in England after their 
settlement.” Where we find examples of such cultivation in later 
ages ‘‘we need not regard them as proof that the English invaders 
practised the system in this country.” Certainly we need not 
regard them as proof that they practised no other system, but that 
is a very different matter. Mr. Lipson goes on to discuss the case 
of Lauder in Berwick, made famous by Sir Henry Maine, where 
parts of the common were periodically ploughed and then allowed 
to revert to grass. He quotes with approval a recent expression of 
opinion that this is merely “a striking instance of the old Scottish 
system of ‘ out-field’ cultivation,” which was based on the same 
principle, and refuses to see in it “an archaic survival of primitive 
agrarian practices.” But what if the Scottish system itself was 
an archaic survival, as there seems every reason to suppose? The 
fact is that the Scottish system—all the variants of which are fully 
described in the agricultural surveys of the late eighteenth and 
early nineteenth century—has been curiously neglected by 
students of agrarian history. Mr. Lipson, like most other people, 
takes his account of it from Sir Walter Scott; and a very good 
popular account it is. 

The last of the agrarian chapters—Ch. 4, the Agrarian Revolu- 
tion—is excellent. All the recent work is judiciously handled. 
Then come the still better urban chapters. Much the best thing 
in Ch. 5—The Growth of the Towns—is the study of the ecclesi- 
astical towns and of quarrels between the Church and the Muni- 
cipality in general. Ch. 6—Fairs and Markets—is full of good 
material. Mr. Lipson can make his point against no less a 
medievalist than Mary Bateson ; but I do not think “the opinion 
. . . that the fairs of the fifteenth and sixteenth centuries under- 





1915] LIPSON : ECONOMIC HISTORY: OF ENGLAND 571 


went a change in character, and were given up to purposes of 
amusement rather than to trade” has really, as he states, “gained 
currency.” The suggestion—in a footnote to p. 236—that it is 
held by Dr. Cunningham is wrong, and most certainly it has not 
passed much from hand to hand. In this chapter, by the way, 
some attempt might have been made to identify the places which 
Mr. Lipson calls, after Domesday Book, “Aspella in Suffolk” 
and “Matele in Cornwall.” They are introduced with as little 
explanation as that monster “wild field-grass husbandry,” and 
are as obviously not English. (I am told by Mr. W. J. Corbett 
that Aspella is Aspall, but that the only trace of Matele is Meth- 
leigh Beacon, near Porthleven.) 

Among the excellent discussions in Chs. 7-9, discussions in 
which Mr. Lipson adds appreciably to knowledge, are those deal- 
ing with the working of the system of chartered exemption from 
toll in medieval towns (p. 256 seq.), with the Statute of West- 
minster and the persistence of borough reprisals against fellow- 
townsmen of debtors in spite of it (p. 264 seq.), with wage and 
price regulation by Craft Gilds (p. 300 seq.), with journeymen’s 
associations in the later Middle Ages (p. 356 seq.), and with the 
evidence for a widespread localised and exporting cloth industry 
in the twelfth and thirteenth centuries (p. 391 seq.). It is a pity 
that the chapter on Craft Gilds is burdened with the old com- 
parison of a Craft Gild with a Trade Union, the more so as in 
his excellent account of the journeymen’s associations Mr. Lipson 
describes things which really did resemble Trade Unions. Two 
lines in this context would have been ample to dispose of the 
other superannuated issue. 

In fact, one main regret in reading these chapters is that they 
so infallibly take up each of the well-worn topics. Mr. Lipson is 
learned, independent, and often conclusive in discussion, but he 
never starts a fresh hare. This is the more disappointing because 
his great knowledge of municipal and other records might have 
illuminated all sorts of matter which, at best, he just touches but 
does not open out. Such are the question of the urban proletariat 
outside the gilds, the economic position of women, the rise of 
capitalism and its progress in other industries than that of wool. 
If he had thrown overboard a few bales of old controversy he 
might have found room for more valuable cargo. 

The chapter on foreign trade is not among the best, except 
the part dealing with the merchants of the staple, which is—from 
the scholar’s point of view—dquite admirable. For the beginner it 
is, perhaps, a little too well rammed with fact. As a whole the 
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chapter suffers, as does the whole book to some extent, from 
neglect of foreign sources. This would be hypercriticism were 
the book an ordinary “Introduction,” but as its chief merits are 
not those of an Introduction, but those of a Contribution, the 
criticism is permissible. Among some five hundred works in the 
bibliography there is nothing by Sombart or Lamprecht or 
Meitzen, by Levasseur or Delisle or Fagniez, nothing by 
Kowalewsky ; worst of all, nothing by Des Marez or by Pirenne. 
It is hard to write well about medieval towns and trade without 
Pirenne’s Belgian History, which is worth--I express an opinion 
formed before August, 1914—very large masses of German 
Gelehrsamkeit. 

Mr. Lipson’s last chapter—called Revenue and Exchequer— 
would have been better omitted. It only has twenty-three pages. 
Ten of these are filled with a summary of the technical questions 
relating to the Dialogus de Scaccario. Five more go to the, not 
obviously relevant, question of usury and the effects of its prohibi- 
tion on society. So there is not much room for what ought to be 
the main topics of such a chapter, and the book, which had a dull 
beginning but such valuable middle parts, receives also a dull 
ending. In connection with this reference to usury it is rather 
surprising that the financial activities of the Italians are so slightly 
handled by Mr. Lipson, and that the Jews are not so much as 
mentioned in his Index. J. H. CLAPHAM 


The North-Eastern Railway: its Rise and Development. By 
W. W. Tomuinson. (Newcastle-upon-Tyne:° Andrew Reid 
and Co.; London: Longmans. 1915. Pp. xvi+820. 
Price 21s. net.) 


Mr. ToMLINsON adds to very great local knowledge, both con- 
temporary and antiquarian, wide reading among the Parlia- 
mentary Papers which bear on railway history; also he has had 
access to the North-Eastern Archives. His book is profusely illus- 
trated and provided with diagrams; and though some of the illus- 
trations—such as portraits of chairmen and general managers— 
are mainly of domestic interest, his reproductions of old prints 
and plans and his modern photographs of such things as bits of 
old iron rails, stone block sleepers still in situ, or “the oldest 
railway embankment in the world,” are very welcome to the 
economic historian. The embankment in question was made 
about the year 1720 for the Tanfield waggonway, and now 
carries the Tanfield branch of the N.E.R. 
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In dealing with these old waggonways and with railway 
embryology in general, Mr. Tomlinson is at his best. He corrects 
some technical errors—e.g. as to the significance of the “plate- 
rail” and the origin of the standard gauge (pp. 13, 82)—which 
have found their way into most railway books, on the authority 
of Lord Armstrong; and he gives valuable accounts of the com- 
mercial aspects of eighteenth-century coal transport. The facts 
that the Stockton and Darlington Bill of 1821 was the twenty- 
first railway Bill of the nineteenth century, and that there were 
at that time about 300 miles of railway in Wales and 225 miles 
in Northumberland and Durham, if not strictly new, are apt 
to be overlooked. 

After the opening of the Stockton and Darlington, the story 
of which is fully and authoritatively set out from original sources, 
the book necessarily becomes something of a general history of 
railways in the North of England up to the birth date of the true 
North-Eastern amalgamated system in 1854. North-Eastern 
history, it may be noted, goes some way to modify a generalisation 
which, first made by Lardner in his Railway Economy (1850), 
has been often repeated since with embellishments. ‘The first 
projectors of the modern railways contemplated chiefly ... a 
traffic in merchandise. The event proved to be the reverse . . 
nearly the whole revenue proceeding from the traffic in pas- 
sengers,” says Lardner (p. 277), and he gives figures for England 
as a whole in support. “Nearly the whole” was an overstate- 
ment, as his own figures show. For the N.E. district it is a 
misstatement. The railway system which grew out of the needs 
of a coal district did the work for which it was made. ‘The 
work performed by the earlier railways was chiefly that of con- 
veying coals,” says Mr. Tomlinson; “the passenger traffic was 
considered very much in the light of a bye-product.” From the 
waggonways and the Tyne keels to the ton-mile statistics of Sir 
George Gibb, there is no period in “North-Eastern” history 
during which passengers really came before coal and heavy 
merchandise. 

A good deal more than half the book deals with the rise of the 
North-Eastern. The name came with the amalgamation of 1854, 
and the amalgamation comes on p. 525. Mr. Tomlinson goes 
through the tale of every line and every extension, both before 


and after the amalgamation. We get rather surfeited with: 


accounts of opening ceremonies in the earlier period and with 
tables of extensions in the later; but the thoroughness of the 
scheme will increase the value of the book for purposes of refer- 
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ence. Midway in the story stands the ample figure of George 
Hudson—his very characteristic portrait on p. 452 is one of the 
illustrations which could not be dispensed with—scheming, 
domineering, amalgamating, then engaged in “the diplomatic 
allotment of shares among .. . persons whose interest it was 
desirable to secure,” of “arranging” accounts “in order to make 
things pleasant”; and eventually vanishing to the Continent. 
With all that, a great man of business who had imagination 
enough to grasp railway problems on the grand scale. Mr. Tom- 
linson treats him throughout with deference, touches on his short- 
comings apologetically, for he belongs to the heroic age when 
railways were still plastic, and his strong, if coarse, thumb has 
left its mark all over the North-Eastern system. As Mr. Tomlin- 
son is a loyal North-Eastern subject, who always speaks of other 
systems in military metaphors—“invaders” against whom the 
North-Eastern wages “‘defensive warfare,” and so on—the Railway 
King is hedged about with just a little divinity. 

The connected narrative ends with 1904, tables and appendices 
carrying on the story through the last decade. Less than 250 
pages contain the half-century of North-Eastern history proper. 
It is only here that any adverse criticism worth mentioning can 
be made, and even that is made with reservation. Mr. Tomlinson 
is evidently less interested in some of the more strictly economic 
contemporary problems than in the physical history of locomotives, 
couplings, harbours, and permanent way. One would like to have 
heard more about the poolings and traffic arrangements to which 
reference is frequently made. Labour questions are not so much 
as mentioned until p. 629, and the treatment of them is quite 
inadequate. A historian has a right to select his own point of 
view, and the tradition of railway histories is to lay stress on the 
way, not on the men who work it; but the ideal railway historian 
would have defied the tradition. 

For the rest, the book is full of. every sort of information, and 
will serve as a quarry for those whose interests range outside 
railways. The historian of the North-Eastern must know about, 
and does know about, such things as Durham coal and Cleveland 
ironstone, the beginnings of Middlesbrough, the start of the 
Hartlepool timber trade, and the first arrivals of Spanish ore on 
the North-East coast. Although one may wish that Mr. Tom- 
linson had curtailed some of its earlier sections and elaborated 
some of the later, his book—monumental in size and actual weight 
—is worthy of the great railway which it commemorates. 

J. H. CLAPHAM 
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Middlemen in English Business, particularly between 1660 and 
1760. By Ray Bert WESTERFIELD. (New Haven, Conn. : 
Yale University Press. 1915. Pp. 332.) 


THIS is a pioneer work on an important subject. The middle- 
man function is vital to the growth alike of commerce and of 
industry, and any serious historical investigation of it was certain 
to cast valuable light, not only on.the development of business 
organisation, but on the rise of capitalism, of the credit economy, 
and of world markets. As a pioneer Dr. Westerfield has adopted 
the most natural and probably the most helpful course in 
approaching the subject through that period in which the printed 
sources first became copious enough to provide adequate materials 
for fruitful generalisation. He has been much assisted by a 
magnificent collection of pamphlets, which, it is refreshing to 
‘earn, a former student of Yale is making for the use of his 
Alma Mater. 

Dr. Westerfield has selected for detailed treatment four groups 
of trades which are, no doubt, sufficiently representative of the 
larger inland and foreign commerce of England in the eighteenth 
century : the grain trades, the live stock and meat trades, the 
mineral and metal trades, and the textile trades, and he has sum- 
marised the results of his investigation very clearly in a diagram 
which exhibits the parallelisms in these four groups. Between 
the producer and the retailer who supplied the consumer the 
number of links varied from one to four. The ‘‘ Manchester man ” 
is described as performing all the intermediate functions. He 
bought from the producer, conveyed the wares about the country 
on pack-horses, and bargained in the inns of market towns with 
local shopkeepers. But more normally these functions were distri- 
buted amongst three agents, one of whom was predominantly a 
merchant, another a carrier, and the third a factor or broker, 
though it was common for each of the three to combine two of 
the functions in varying proportions. Thus, the shipmaster of 
the East Coast who carried coals from Newcastle to London, and 
who was generally at least part owner of his ship, was a coal 
merchant as well as a carrier; and in the same way the drover 
who brought to London the cattle of the Midland and Northern 
counties was, till the middle of the eighteenth century, commonly 
a dealer. Another combination of functions was presented by 
the cloth factor of Blackwell Hall, the corn factor of Mark Lane 
Exchange, and the meat salesman of Smithfield, whose proper 
occupation was in each case that of a commission agent, but who 
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frequently bought and sold on their own account. Nor was even 
the retailer exempt from this tendency. Defoe shows us the 
bakers of London absorbing the middleman function of the meal- 
man by going up country to buy their flour or to buy corn and 
have it ground. 

It is difficult to find a formula to cover these facts. Differentia- 
tion and integration of functions are found going on in the same 
trade at the same period. These apparently contradictory pheno- 
mena are not fully accounted for by Dr. Westerfield’s observation 
that the middleman tends by the development of his own efficiency 
to eliminate himself from trade. Nor is it satisfactory to regard 
the movement towards integration as coming in with the Indus- 
trial Revolution, although it undoubtedly received a new impetus 
at that period as the overflow of great industrial capitals like 
those of Wedgewood and Boulton into commercial functions suffi- 
ciently shows. But the same simultaneity of integration and 
differentiation is to be found in the sixteenth century, and even 
in the Middle Ages, in all the more developed branches of industry 
and commerce. 

The fact is that where a series of independent capitals are 
employed in close contact with each other, any expansion of 
capital in one of the allied functions tends to an overflow into 
the neighbouring functions, and thus to one form or other of 
integration. The capital of the Hanseatic, Italian, or native 
exporter of cloth in the fifteenth century tended constantly to 
flow over into the entrepreneur functions; whilst, on the other 
hand, the prosperous clothier was always striving to become an 
exporting merchant. The very essence of mercantile legislation 
lay in a determined opposition to this integrating movement, as 
well as to the complementary movement towards differentiation 
which gave rise to the middlemen. 

The period chosen by Dr. Westerfield is the one immediately 
following the removal of the worst of these restrictions; and the 
rapid economic progress of the period is manifested equally in 
the multiplication of middlemen and in the free and lively com- 
petition of neighbouring capitals leading to integration of 
functions. 

Even if not disarmed by the modest disclaimer of the author, 
we should hardly expect complete adequacy from the final chapter, 
which attempts a general survey of the “merchant and tradesman 
classes as economic, social, and political elements of the popula- 
tion.” But the student of economic history will find there a 
useful body of information not readily accessible elsewhere about 
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the development of business and of inland transport, of postal 
and journalistic facilities, as well as an account of the variety of 
agencies through which foreign trade was transacted in the 
eighteenth century. On this side the ground has been covered 
much more exhaustively by Dr. Arup, of Copenhagen, who has, 
moreover, elaborately compared the English development of forms 
of business agency with the German; but his book is, unfortu- 
nately, inaccessible to most English readers. 

Dr. Westerfield’s book has a full bibliography and six maps, 


but, unhappily, no index. 
GEORGE UNWIN 


The Evolution of the Money Market (1385-1915). An Historical 
and Analytical Study of the Rise and Development of Finance 
as a Centralised, Co-ordinated Force. By Extuis T. PowEtn, 
LL.B.(Lond.), B.Sc.(Econ. Lond.) (London: The Financial 
News. Pp. xv+732. 10s. 6d. net.) 


Mr. EvLis Powe. has written a very big book on a very 
big subject, in a style that will, I fear, be likely rather to frighten 
many who might have benefited by its perusal. ‘Long before 
the German war crisis of 1914,” he writes, “the present writer 
had formulated for himself the theory that the ever-increasing 
stability and potency of modern finance were attributable to some- 
thing in the nature of organic development, operating by means 
of Natural Selection, and therefore completely in accordance with 
the main postulate of the Darwinian theory. At first blush, 
perhaps, the attempted application of the biological theory of 
evolution to the mechanism of notes and gold, cheques and Stock 
Exchange securities, may seem a fanciful extravagance. Still, 
since physico-chemical research has brought us at least to the 
suspicion that the evolutionary principle extends beyond the living 
world and operates upon the ‘elements,’ there is really nothing 
very extravagant in the suggestion that it can also be discerned in 
the processes of the economic mechanism which are carried on 
by living men, are dominated by Mind, and depend for their 
successful operation upon the most deeply ingrained of human 
instincts.” Now all this is, no doubt, quite true; at least it is 
much too far out of my depth for me to be able to contradict it. 
But is it not rather calculated to damp the enthusiasm of the 
City student who had hoped for a history of the Money Market, 
and finds himself faced with Darwin and physico-chemical re- 





578 THE ECONOMIC JOURNAL [DEc. 


search and an evolutionary principle extending beyond the living 
world? If so, ’tis pity, for there is much good matter in Mr. 
Ellis Powell’s tome that might have interested and enlightened the 
City student and made him a better man of business. 

Worse still, I am inclined to suspect that the thesis with which 
the. author has frightened his unscientific readers has also warped 
his judgment on financial matters. Has he not rather assumed 
this “ever-increasing stability and potency of modern finance”? 
Was not modern finance just shaping for an extremely uncom- 
fortable and world-wide crisis when the war happened, in the 
most obliging manner at the exactly right moment, and gave 
modern finance a conveniently opportune excuse for collapsing in 
a welter of moratoriums and suspensions of specie payments? 

Certainly finance had grown, in wisdom and in years, along 
with other expressions of human energy. It had been improved 
by the better education and higher integrity of business men, by 
the watchful criticism of the City journalists, to whom, as his 
colleagues, Mr. Powell gracefully dedicates his work, and by the 
dry light thrown on its working by the much-despised armchair 
economist. But I think that Mr. Powell, in his eagerness to 
work out his biological analogy, is apt to exaggerate the degree 
of stability that had been attained by finance and to ignore signs 
of weakness which were gathering to a storm when he wrote. 
The approach of this storm he appears altogether to ignore. In 
fact, he denies it categorically by saying that “the German war 
crisis of 1914 was entirely political. Neither in banking industry 
nor commerce had anything been done which would have created 
any crisis.” He may, of course, be right, for no one can say 
with certainty what would have happened if the war had not 
come about. But I venture to think that very few of the experi- 
enced heads in the City would agree with his view that finance 
had already achieved an impregnable position, as far as merely 
financial influences are concerned, when war upset its working for 
the time being. 

“After 1890,” he writes, “twenty-four years had elapsed with- 
out crises—for the stringency of the early years of the present 
century was the result of the Boer War, and was in no sense crisis, 
while the American panic of 1907, as we have seen, left London 
intrinsically unscathed, if sympathetically affected, so well had 
the iron bastions of modern finance been built and bolted to- 
gether. Nor did the public, educated for half a century to be 
steady in the presence of financial menace, fail to justify the 
teaching in the presence of the most stupendous of all trials. 
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The author of the present essay, who had heard from many a 
departed City veteran the story of the scenes in the cataclysm 
of 1866, tested his own conclusions, with regard to the unshaken 
confidence of the business public in the almost omnipotent grip 
of the Money Power, by an observant walk through the banking 
quarter at noon on Friday, July 31st, 1914, when war was a 
certainty and the Stock’ Exchange had thus been closed. At 
the London, City and Midland Bank, in Cornhill, he counted 
five persons at the counter. . . . There was, in fact, not the 
slightest sign of excitement in the whole banking quarter. An 
ordinary day in the middle of a normal holiday season could not 
have been quieter... . A tour of the same district on the stroke 
of four yielded similar results.” Well, it shows how differently 
the same events strike cifferent observers. I saw a banking office 
on that day, in that same banking quarter, in which the public 
seemed to be very busy indeed, taking out its money, though I 
tried to persuade myself that it was only because it wanted cash 
for the holidays. But we know that the banks did not take 
that view, for most of them were refusing to part with gold, 
paying their customers in Bank of England notes, and advising 
them to cash them at the Bank. And so it happened—and it is 
really extraordinary that Mr. Powell, in the course of his observant 
peregrinations, did not see this scene—that there was a queue of 
people waiting in the front courtyard of the Bank of England to 
be admitted to cash notes, and a crowd of onlookers, half-amused, 
half-interested, watching them from the steps of the Royal Ex- 
change. I remember being so struck by the unpleasantness of 
the whole proceeding that I thought that whatever war might 
bring, nothing could be more sickening than this sight. But, of 
course, that was before the full horrors of modern warfare had 


begun to develop themselves. There was no Censor then. 
HARTLEY WITHERS 


Some Aspects of the Tariff Question. By F. W. Taussig, Pro- 
fessor of Economics in Harvard University. (Harvard 
University Press. 1915. Pp. 374.) 


“THE main purpose of the present volume is to consider and 
illustrate some questions of principle in the controversy of free 
trade and protection. The three chapters which constitute Part I. 
state these questions and summarise the main conclusions. The 
succeeding parts give illustrations and verifications drawn from 
the history of normal industries—sugar, iron and steel, and tex- 
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tiles.” In these sentences Professor Taussig describes the scope 
of the new and interesting volume, in which his unrivalled know- 
ledge of the tariff history of the United States is once more put 
at the service of economic science. The combination of close 
analysis with command over great masses of fact, which is the 
distinguishing feature of his other writings, is here displayed in 
full measure. The result is an interesting and illuminating study, 
which will win the gratitude cf all serious students of international 
trade. 

The first important problem passed under review is the effect 
of import duties upon prices. In the course of the discussion it 
is observed: “A duty on a manufactured product commonly is 
either so high as to keep out all imports, or so low as to admit 
all, and thus to be in effect merely a revenue duty. True, imports 
often appear to continue, and a division of supply between 
domestic and foreign quotas often appears to be brought about. 
But the appearance is deceptive; the two sets of goods on exam- 
ination prove to differ in quality, or to be for other reasons not 
really competitive. .. . A duty on raw materials is more likely 
to be really competitive; the probability is greater that some 
part of the supply of such goods will be brought in over the 
barrier of a duty. The reason is . . . that extractive products 
are likely to be produced not at uniform cost, but at higher cost 
for some parts of the domestic output than for others” (pp. 10-1). 
The conclusion is laid down that, when competing imports really 
do continue in the face of a duty, domestic prices will, in general, 
be affected to the full extent of the duty, because the available 
area of production outside the taxing country is in general so large 
that a small check to that country’s demand is unlikely to have 
any appreciable effect in lowering world prices. It is fully recog- 
nised that exceptions to this general rule sometimes occur, and 
illustrations of such exceptions (e.g. on pp. 77 and 145) are given. 
But—somewhat to the present reviewer’s regret—Professor 
Taussig does not avail himself of those generalised formule con- 
cerning the relation between duties and price changes which 
mathematical investigations have established. 

The second main topic that is discussed is the principle of 
comparative cost. Of the working of this principle in American 
industry many interesting illustrations are given. The chief fields 
in which America, according to Professor Taussig, enjoys com- 
_ parative advantage are those in which capacity for inventing and 
working machinery plays a large part—namely, “industries that 
turn out large quantities of staple homogeneous commodities and 
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those that themselves make tools and machinery” (p. 40). An 
example is afforded by sewing-machines. ‘The familiar machine 
for domestic use is made in the United States more cheaply than 
in foreign countries, even though the machinery and the methods 
in the latter seem to be quite the same and money wages and 
expenses lower. But certain special machines—for embroideries 
and for factory work—continue to be imported. The explanation 
seems to be that few of any particular kind are wanted; the 
processes of manufacture cannot be standardised; the turning- 
out of interchangeable parts by the thousand is not feasible. 
Handwork is called for in greater degree. Under such conditions 
the special advantage of the American producer disappears” 
(pp. 198-9). Similar considerations explain the fact that pocket- 
knives and carving-knives are largely imported into the United 
States (p. 201), and, as is shown in a very interesting passage, 
the further fact that attempts to develop the production of raw . 
silk in that country have completely failed (p. 224 et seq.). The 
other textile industries provide additional illustrations of Professor 
Taussig’s thesis. 

A third important problem to which the author refers many 
times in different connections is that of “protection to young 
industries.” The evidence, on the whole, leads him to the view 
that there is scope for useful action of this kind even in a country 
where the manufacturing stage has been fairly entered upon 
(p. 21). This conclusion is the result of a detailed and guarded 
study. In the case of iron and steel, wool and cotton, Pro- 
fessor Taussig hesitates to concede much to the claims of pro- 
tectionists. But with the manufacture of silk goods the case is 
different. ‘Hazardous though it always is to undertake to say 
what would have happened if the conditions had been different, 
one may venture in this case to assert that, if high duties had 
not been imposed during the Civil War, there would have been no 
considerable silk industry in the United States” (p. 217). 
Furthermore, the industry once planted has made such great 
and real progress that, “on the whole, the conclusion seems 
warranted that there has been at least some approach to a 
successful application of protection to young industries” 
(p. 257). The form of this statement well illustrates the 
cautious and careful spirit pervading the whole of Professor 
Taussig’s work. The same spirit is shown in such a passage as 
the following: “What has brought about the extraordinary in- 
dustrial advance of Germany since the war of 1870? the no less 
extraordinary advance of the United States since our Civil War? 
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Those whose attention is centred on the protection controversy 
invariably ascribe too much to this one factor. They fail to per- 
ceive that the phenomena are large and complex. I am disposed, 
for myself, to believe that other factors were much more important 
than the protective tariffs of either country; not only the other 
economic factors which have been described in the preceding 
pages as regards the United States, but all the influences of the 
social environment” (p. 154). Those who are acquainted with 
Professor Taussig’s other writings do not, however, need to be 
told that in this new volume they will find no facile amateurish 
judgments, but the balanced thought of a master of economic 


science. 
A. C. Piacou 


Municipal Life and Government in Germany. By WILLIAM 
Harsutt Dawson. (London: Longmans, Green and Co. 
1914. Pp. xvi+507.) 


Mr. Dawson, who has written so much that is useful and 
interesting on various aspects of German national life and social 
conditions, has provided in the volume before us a comprehensive 
account of the urban organisation of Germany, and of the scope 
and character of municipal action there. After a brief and some- 
what sketchy survey of the historical development of the German 
municipalities (pp. 1-28), four chapters (pp. 29-122) are devoted 
to a description of their administrative structure, eight chapters 
(pp. 129-336) to municipal functions and actual working, five 
chapters (pp. 837-434) to finance and taxation, and a final chapter 
to a survey and comparison. There is also an appendix of a 
few representative documents. Mr. Dawson’s work is, as already 
remarked, comprehensive; it is also very detailed; it is conse- 
quently not to be read rapidly, and will, we think, appeal mainly 
to the student or other specialist, to whom it will be a useful work 
of reference. 

The book was published very shortly before the outbreak of the 
present war; and not a few readers, we imagine, will wonder 
whether, had it been completed a few months later, the author’s 
general attitude towards German administration would have been 
modified to any appreciable extent. We suspect it might have 
been. Certainly Mr. Dawson’s work is not free from indica- 
tions that his long sympathies with much in German life had— 
no doubt unconsciously—biassed his judgment, so that his con- 
clusions are sometimes hard to reconcile with the facts which he 
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himself states. For example, in the preface (p. viii), we have 
these remarks :— 

“One (fact which emerges) is the far wider range of adminis- 
trative powers which the German towns possess and exercise as 
compared with the towns—even the large incorporated cities—of 
the United Kingdom. . . . In the development of its system of 
urban Government Germany followed principles so elastic and so 
accommodating that its municipalities have been able to cope with 
their growing responsibilities with surprising ease and facility. 
Impressed by the larger autonomy enjoyed by German towns, I 
have even dared to ask the question, whether in this country— 
the proverbial home of free institutions—we yet really understand 
what true self-government means.” 

Reading on we find that (p. 41) though the Prussian cities are 
notoriously under-represented in the Prussian diet, they are legally 
incompetent to petition for the remedying of the abuse; that (p. 
44) the devolution or decentralisation of powers is least complete 
in the case of “police” functions, which include the making and 
enforcement of building regulations, the control of traffic, the in- 
spection of dwellings, the regulation of lodging-houses, the 
administration of the laws relating to the sale of food, and in some 
cases the fire brigades (though the towns bear the whole cost in 
this last instance) ; that (p. 46) in Berlin the Government has the 
right to grant tramway concessions, or authorise large street 
works, without consulting the local authority ; that (pp. 48-9) the 
Prussian State “jealously guards its powers” in respect of educa- 
tion, and the bureaucracy in this regard shows “unyielding distrust 
of popular movements”; that (p. 50) the sanction of the super- 
visory authority is usually needed “in the case of alterations of 
the communal areas (including the incorporation of suburbs), the 
appointment of mayors and other members of the executive, the 
making, alteration and repeal of local byelaws, the sale of com- 
munal estate, the issue of loans, the imposition of fees and dues of 
certain kinds, the special assessment of new property to ‘ better- 
ment contributions,’ the introduction of new taxes, the alteration 
of existing ones, and the increase of certain taxes beyond the 
rates specified in the law sanctioning them.” “Often,” we are 
told (p. 52), “the attitude of a Government or its agents,” in this 
respect, “is obviously dictated by political considerations,” and 
in this connection “political” means “partisan.”’ 

What becomes, then, of Mr. Dawson’s “larger autonomy ” 
than the English municipalities possess, of his ‘“‘true self-govern- 
ment,’’ of his conclusion (p. 487) that “the conception of self- 
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government held by German towns is far wider than thai which 
appears to satisfy English municipal administrations.” All that he 
really means by these phrases is that the Prussian municipalities 
have less need than our own for special legislation. Our munici- 
palities are, on the whole (even when poor law administration is 
taken into account), far more free from administrative control than 
are those of Germany; and we doubt if Mr. Dawson would 
seriously contend that control by a representative national parlia- 
ment means lesser autonomy or more restricted self-government 
than control by a practically unchecked and irresponsible bureau- 
cracy. 

Mr. Dawson’s uncertainty on this matter is illustrated by the 
fact that on p. 190 he remarks that the indifference to sanitation 
on the part of many German municipalities in the past “may be 
attributable to the absence of that constant pressure from a 
central authority,” which has done so much in England; whilst 
on p. 191 he remarks that the municipalities would probably have 
done more, and done it sooner, had the sole responsibility rested 
with them instead of being to a large extent entrusted to 
the (State) police, and to the municipal executive only as part 
thereof. 

German municipal administration, like German policy gener- 
ally, advertises its successes so widely and thoroughly. that the 
rest of the world is apt to take it at its own valuation ; to exaggerate 
its achievements and overlook its failures. Mr. Dawson’s book 
shows how much of value the German municipalities have un- 
doubtedly accomplished; it has also the merit of showing its 
shortcomings. Not the least marked of these has been in 
respect of housing. “It is, indeed,” says Mr. Dawson, 
“no exaggeration to say that after allowing for much quite 
exemplary building, housing conditions are nowhere so bad with 
so little justification as in many of the newer industrial towns of 
Germany” (p. 162). “Much of the building enterprise in the 
larger German towns is unsound and unscrupulous” (p. 165). 
There is “a condition of congestion which is all the more deplor- 
able since the areas of German towns are, in general, so large as 
to show a very favourable general ratio of space to population.” 
This failure, in a matter of vital importance to the working classes, 
is not unconnected with the antiquated three-class system of 
municipal election (ruling in Prussia and recently adopted in 
Saxony “‘as the only way of preventing the capture of the councils 
by the working classes”), and the legal requirement in Prussia and 
elsewhere that one-half or more of the members of a town council 
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must be house-owners, a rule which, as Mr. Dawson remarks, has 
in general not been beneficial, and in some cases has been 
“obstructive in a high degree.” 

Percy ASHLEY 


The Effect of the War on the External Trade of the United 
Kingdom. By A. L.Bowney, M.A. (Cambridge : University 
Press, 1915. Pp. 55. Price 2s. net.) 


In this little book Professor Bowley examines the foreign 
trade statistics of the United Kingdom during the critical months 
August to December, 1914. The outbreak of war was accom- 
panied by a violent shock to trade, and followed by a gradual re- 
covery to a position of fresh though unstable equilibrium, from 
which the author (rightly, as events have shown) anticipates a 
healthy development. Professor Bowley begins by discussing the 
values of imports and exports in the aggregate, considering the 
statistics of foreign trade before the war, and describing succinctly 
the basis on which the accounts are compiled. He points out that 
the value of enemy cargoes sold in the United Kingdom is included 
in the statistics of imports, though the ships themselves are 
excluded, and that such gifts to the Government as that of wheat 
from Canada are excluded. Attention is also called to the fact 
that goods taken out of the British Government’s stores and 
depéts, whether for the use of the British or the Allied forces, 
and goods bought by the Government and shipped directly on 
Government vessels, are not counted as exports. Professor 
Bowley, however, omits to mention the fact that military and 
naval stores brought into the country on Government vessels are 
not counted as imports, and that information is withheld in regard 
to some other goods brought in on ordinary merchant vessels. 
This point has an obvious bearing upon the problem of the 
balance of trade, and affects the author’s conclusion that the 
excess of imports “is little, if at all, more than the amounts due 
as interest, profits, &c., from abroad, together with the high 
earnings of shipping.” In connection with the problem of the 
trade balance, it may also incidentally be questioned whether 
the author is right in asserting that an addition should be made 
to the excess of imports in respect of those homeward bound 
cargoes belonging to residents in the United Kingdom destroyed 
or captured by the enemy, and paid for by home underwriters. 
In so far as the risk of capture was correctly gauged by under- 
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writers, it was presumably allowed for in higher premiums 
charged, and as import values include the cost of insurance, the 
value of the cargo lost may be regarded as added to the value 
of other cargo at the port of entry. 

Professor Bowley goes on to examine the course of trade in 
the principal commodities, the question of quantities and prices, 
and in the last chapter the course of trade with special countries. 
The most striking feature of the import trade was the way in 
which the steady supply of foodstuffs was maintained during these 
most critical months. In August, September, and October the 
author reckons that we obtained six-sevenths of the quantity of 
foodstuffs imported in the corresponding period of 1913, though 
it cost 24/25ths as much as in 1913. In November and Decem- 
ber, on the other hand, we obtained respectively 5 and 7 per cent. 
more than in the previous year. For imports, as a whole, Pro- 
fessor Bowley reckons that less than two weeks’ supplies were 
lost from the Empire and from non-belligerent foreign countries 
during the first five months of war—and even this much was 
simply delayed by congestion at the docks. On the whole, Pro- 
fessor Bowley concludes that the enemy’s efforts to check our 
supplies from countries not actually at war have had less effect 
than a minor trade crisis, and about as much as a moderately 
serious strike of transport workers. In regard to goods formerly 
derived from Germany, the author rightly ‘sists that ‘the 
framework of modern trade and manufacture is wonderfully 
elastic and adaptable, and, so far as one can judge, any effects 
that are felt will be rather in enhanced price thar in absence of 
supply.” The export trade, Professor Bowley points out, is much 
less flourishing, and has gone back to a definitely lower scale, 
though the aggregate is still well above that of, say, 1902. 

Since this book was issued there has been some expansion of 
exports, but a much greater increase of imports, and the problem 
of how to meet a large adverse trade balance has become acute. 
It is to be hoped that Professor Bowley will soon expand and 
bring up to date this useful little survey, in order that the features 
of recent trade developments (so far as they may be gleaned 
from the official statistics) may be noted more clearly than is 
possible from a cursory examination of the monthly trade 
accounts. 


C. K. Hopson 
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The Industrial Development and Commercial Policies of the 
Three Scandinavian Countries. By Povl Drachmann. 
(Oxford: Clarendon Press. 1915. Pp. 111. General Ap- 
pendix, pp. 6. Price 4s. 6d. net.) 


At a time when the countries of the world are entering into 
closer connection with each other than ever before, and when 
even small and distant countries require some attention, it is of 
special value to have access to handbooks from which, without 
too much trouble, a good general survey may be obtained of the 
economic development of special countries, of their present situa- 
tion, and of the aims towards which they work. 

In this respect the piece of work before us, without doubt, 
supplies a want and also supplies it in a meritorious way, especi- 
ally through its conciseness and lucidity. The three Scandinavian 
countries which are treated in this book ethnographically, and in 
the opinion of the outer world surely economically also, form a 
whole. Such a unity there doubtless is in the current standard 
of civilisation and in a determination to keep in the front rank of 
the humanising work of civilisation. And yet the reading of these 
pages is enough to give a clear picture of how essentially the 
national economy of the three countries differ. The book will, 
from that point of view as from many others, offer much of 
interest to English readers. 

Nevertheless, the book also leaves room for criticism. 

To begin with, it is scarcely excusable that a book of this kind, 
which is published in England in 1915, should not for the most 
part take the reader farther than the year 1910, and should thus 
in the main leave him in ignorance of the important development 
which has taken place since that time. Yet there are already, 
at least so far as Sweden is concerned, excellent publications 
available which are considerably more up-to-date. 

It is also decidedly a fault that no reference to sources is given 
from which the interested reader might obtain further informa- 
tion on the subject. As to Sweden, the English reader may be 
referred to Key: La vie économique de la Suéde, and above ail 
to the new official work: Sweden: Historical and Statistical 
Handbook, 2nd ed. (ed. Guinchard), Stockholm, 1914. 

The latest statistical information is most easily obtainable in 
the statistical year-book for Sweden (Statistisk drsbok, annual 
from 1914 onwards). 

There are also small faults and improprieties. They seem to 
be derived in part from the fact that the Danish author has used 
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German sources or more likely Swedish sources in German 
editions. So, for instance, when he (p. 81) says that Sweden, 
in the commercial treaty with Germany, 1906, received as com- 
pensation “security for its exportation of beer, the production 
of which has grown rapidly, and for which Germany has furnished 
one of the leading markets,” what is meant is evidently the 
exportation of Swedish red whortleberries (the German: Preis- 
selbeeren). “Beer,” I think, Germany will produce herself 
without the help of Sweden. 

It is also to be regretted that statistics relating to finances and 
to monetary and banking conditions have not been used to give 
a greater fullness to the picture of the modern economic develop- 
ment of Sweden. On the whole, the intensity and rapidity of 
the general progress might have been set forth in a more com- 
plete way and a more vivid manner. 

GusTAV CASSEL 


The Japanese Problem in the United States. By H. A. MILtts. 
(New York: The Macmillan Co. 1915. Pp. ix+334.) 


ACCORDING to the writer, there is, or need be, no Japanese 
problem, since the restrictions placed on immigration by the 
International Agreement of 1907 have practically disposed of un- 
desirable Japanese competition in the labour market and in the 
business world. The immigrants have for the most part been 
intelligent, ambitious young men, who were not satisfied with 
the economic opportunities of their native country. They have 
shown themselves honest, peaceful, law-abiding, efficient, and 
“tirelessly industrious.” The last-mentioned characteristic did 
not add to their popularity. Whether as unskilled labourers, as 
farmers, or as business men, the Japanese had the advantage over 
their competitors of a lower standard of living, which enabled 
them to take lower wages or work for smaller profits. They are, 
moreover, as ambitious as they are industrious, and seize every 
opportunity of escape from the position of wage-earners. In 
agriculture they have been so eager to establish themselves on 
farms of their own, that they have offered higher rents than the 
native American can afford to pay. In business they have un- 
doubtedly cut prices. The writer concludes, however, that these 
disadvantages are rapidly becoming things of the past. As 
Japanese labourers began to feel more secure, they ceased to 
underbid. In business their competition was too insignificant 
to affect any trade. In agriculture, where they have been speci- 
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ally successful, they have rendered real service by reclaiming 
uncultivated tracts, and by developing to the utmost the possi- 
bilities of the land. 

The dangers of untair competition have been removed by the 
restrictions on immigration. Nevertheless, the inhabitants of the 
Western States appear to have ever before them the spectre of 
the Yellow Peril. Anti-Japanese feeling, fanned by deliberate 
agitation, resulted in the passing of the Californian Alien Land 
Law of 1918, which prevented Japanese subjects from acquiring 
real property, and allowed them to lease land for a period of three 
years only. This law the writer condemns as unjust, impolitic 
and unnecessary. It is unjust because it takes advantage of 
existing discrimination to impose fresh disabilities. The Japanese 
have not, under the current naturalisation laws, the privilege of 
becoming citizens of the United States. The Naturalisation Act 
of 1875 provided for the naturalisation of whites and for the 
naturalisation of Africans; negatively it excluded the Chinese, 
who did not fall into either of the above categories. When the 
Japanese first settled in the United States, they found themselves 
automatically debarred from citizenship, and it detracted nothing 
from the hardship of this position that the disabilities under which 
they suffered were presumably accidental. The Californian Land 
Law, which granted the privilege of acquiring real estate only 
to those aliens who were eligible for citizenship, was thus aimed 
exclusively at the Japanese. 

Further, the law is both unnecessary and impolitic. All dis- 
criminatory legislation is panic legislation, undertaken with a view 
to averting not actual, but potential dangers. As a matter of 
fact, the Agreement made between the United States and the 
Imperial Government of Japan in 1907, affords a complete safe- 
guard against immigration on any scale which could prejudice the 
interests of American subjects. The Government of Japan 
pledged itself to a most rigorous and searching limitation of the 
passports necessary to emigrants. This agreement has been 
scrupulously observed, and has proved most effective, whereas the 
total prohibition of Chinese immigration never came near to 
attaining its object. Further discriminatory measures are there- 
fore unnecessary ; they are very hurtful to the pride of Japan, 
and they tend to endanger the amicable relations which exist 
between the two countries. When the Californian Alien Land 
Act was under consideration, the Japanese Government made 
every possible diplomatic protest, and the discriminatory meas- 
ures, which come in increasing numbers before the Federal 
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Government as well as the State legislatures, wilt certainly not 
make much progress without creating a great deal more inter- 
national friction. The Japanese Government has kept faith 
with the United States, but it may well grow tired of this one- 
sided bargain. 

In the writer’s opinion, Japanese immigration is only a small 
portion of’ a great problem. The immigrants from South and 
East Europe, who are increasing very rapidly, are not by any 
means a wholly desirable element. It is suggested that a pro- 
tective measure be passed to limit the immigrants of each nation- 
ality to a fixed annual percentage of the numbers of such nation- 
ality already resident and acclimatised in the United States. 
In this way the immigrants of each nationality would be limited 
to a number that could be easily assimilated. Some such legis- 
lation would safeguard the interests of the United States and 
would discriminate against nobody. 

The writer is at pains to show that the Japanese are desirable 
immigrants. They are well educated; eager to learn English ; 
have a high standard of personal cleanliness; are generous in 
their relations to others; are generally temperate, moral, and 
law-abiding. They are industrious, and have organised them- 
selves to support the more unfortunate members of their race, 
so that none should become a charge on the State which has 
given them hospitality. There are no deficiencies of character 
to be brought up against them, and the existing anti-Japanese 
feeling is an unreasoning prejudice. Jt is first and foremost a 
question of colour, and the Japanese have been unfortunate 
enough to inherit the prejudice against their forerunners, the 
Chinese. They are accused of being clannish, and the solicitude 
for their welfare evinced by their Government and by their 
special organisations, has aroused both dislike and distrust. 
Further, they are accused of commercial dishonesty, especially 
in the matter of contracts. But, above all, there is the economic 
conflict—the fear of competition, of underbidding and under- 
selling. There has doubtless been much misinformation, if not 
misrepresentation, on this subject, and the inhabitants of certain 
districts in the Western States have concluded, out of their own 
limited experience, that the influx of Japanese might at any 
moment become an overwhelming tide. 

Finally, there is the question of assimilation, and here, where 
we pass from fact to theory, from knowledge to conjecture, it 
is difficult to follow the writer. The Japanese, in his opinion 
are “‘assimilable.” They are very sensitive to environment, 
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eager to learn and quick to conform to the standards of their 
adopted country. But the question is not so much whether the 
Japanese can be assimilated, as whether the Americans will con- 
gent to assimilate them, and the Americans have hitherto shown 
no signs of any such inclination. The feeling against inter- 
marriage, so far from being on the wane, was never more in- 
tense than it is to-day. - Professor Millis holds “that the evil of 
race mixture is pretty much of a bogie,” and that there is nothing 
inherently bad in it, provided that neither race is regarded as 
inferior, and that no stigma attaches to the offspring. We must, 
of course, admit, that if society did not disapprove of mixed 
marriages, the contracting parties would escape both the penal- 
ties of social ostracism and the loss of self-respect which ensues. 
But this proves nothing with regard to the effects of inter- 
marriage on the race, and it is at least conceivable that the uni- 
versal repugnance to mixed marriages is not unreasoning pre- 
judice, but rather the method which the race instinctively adopts 
for its own protection. When people meet on equal terms inter- 
marriage is inevitable. If there is a strong feeling against inter- 
marriage, intercourse on equal terms is impossible, and there 
must be discrimination, which will only increase with the growth 
in numbers of the despised or unpopular race. This is the 
problem to-day, ‘“‘a problem,” according to an American politician, 
who fairly represents Western opinion, “that will make the black 
problem of the South look white.” Professor Millis’s work, which 
sums up the result of a thorough and painstaking investigation, 
carried out in an impartial and sympathetic spirit, only serves 
to show that the economics are the smallest part of the question 
involved—the rest is a practically insoluble problem. 
L- H. REYNARD 


Die Verbandsbildung in der Seeschiffahrt. By WALTER EUCKEN. 
Pp. x+819. (Munich: Duncker und Humblot. 1914.) 
Price 8 mk. 


Tus excellent book forms number 172 of the series of Staats- 
und Sozialwissenschaftliche Forschungen, issued under the general 
editorship of Professor Schmoller and Max Sering, and is in every 
way worthy of its inclusion in this well-known collection. The 
author recognises that combinations in the shipping industry 
occupy quite a special position in the organisation of trade and 
manufacture, and sets before himself the task of giving a general 
representation of the origin, organisation, policy, and working of 
RR 2 
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those combinations rather than a detailed history of their opera- 
tions in the various trade routes. Lightly sketching the develop- 
ment of sea-transport he shows the progress of the shipping in- 
dustry from its separation from trading to the establishment of 
great lines with regular services between ports. The old union 
of trading and shipping is still to be found in the commerce with 
South America and with the West Coast of Africa, and the general 
separation is an event of quite recent date, most of it having 
taken place in the first half of last century. Competition of the 
lines for passenger traffic and for goods shipped in more or less 
large parcels by many shippers first showed the need for some 
common action as to rates. Where goods could be loaded in whole 
cargoes no regular freight rates could be set up, for it was always 
open to merchants to charter tramp steamers. The first step in 
the organisation is the allotment of sailing-dates to the competing 
vessels, which happened in 1861 to the Hamburg and Bremen 
lines; the next is the formation of rate-agreements, which took 
place in many directions in the ’seventies. 

The arguments for and against the fixing of rates are well 
known. On the one hand there is the provision of regular and 
sufficient services; on the other there is the imposition of higher 
charges on the merchants than free competition would permit. 
Apart from various excesses which occur in individual cases, it 
is on our estimation of these two factors that our views as to com- 
bination in ocean transport will depend, but it should be noted 
that where the associated lines establish uniform rates applicable 
to all consignments, large or small, they assist the small trader 
and prevent him from being crushed out by great firms who are 
his competitors. 

The shipping combinations which work through “conferences” 
have to defend themselves against the competition of tramps and 
outside lines. Against the former the weapon of the rebate, 
whereby a post-dated allowance is made to shippers who remain 
faithful to the conference boats, is effective, but it cannot be 
applied in the case of an outside line which is strong enough to 
give an efficient alternative service. Here the combination must 
either enter on a price-war, as a trial of strength, or surrender, 
and quite frequently it adopts the latter course and admits the 
competitor. A combination which exercises its power in a 
moderate manner can easily confer great benefits on commerce, 
but few people are willing to trust to the chance that the self- 
interest of a powerful group of companies will prove to be suffi- 
ciently enlightened. Consequently there is a constant appeal for 
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State action of some kind, for prohibition of combination, or even 
for nationalisation of shipping. The governments of maritime 
States like Germany and the United Kingdom, where a large 
portion of the shipping is owned by lines, are, however, unwilling 
to risk an injury to the national mercantile marine ; quite different 
is it with Colonies like South Africa and Australia, where pro- 
ducers’ interests are dominant. Where a State pays postal 
subsidies or other special subventions it can negotiate with the 
shipping companies for the fixing of reasonable rates ; for example, 
the South African Union was able to compel the Union-Castle 
line to carry maize, wool, hides, wicker-work, and fresh fruits at 
lower rates than those hitherto existing, and the relations between 
the German Government and the Norddeutscher Lloyd permit of 
a State supervision of rates. Self-help on the part of the mer- 
chants is hindered partly because many of them are shareholders 
in shipping companies, and still more because many of them hold 
agencies for the great lines. Nevertheless, where the merchants 
can combine they can bring in rival shipowners and force the 
“conferences ” to concede better terms. One of the most noteworthy 
cases is that of the Bombay Native Piece-Goods Merchants’ Asso- 
ciation, which in 1881 concluded an agreement with an outside 
line for the carriage of piece-goods from Manchester to Bombay 
at an average rate of 30s. per ton, as against the conference rate 
of 40s., and after a five-year fight the ‘shipping ring ” surrendered. 
On the other hand, the attempt of the China merchants, from 
1882 to 1891, to support an independent line against the con- 
ference failed because their organisation was not strong enough. 
Henry W. Macrosty 


The History and Economics of Transport. By Apam W. 
KIRKALDY and ALFRED DupLEY Evans. (London: Sir Isaac 
Pitman and Sons. 1915. Pp. ix+338. Price 7s. 6d. net.) 


It has seldom been our lot to read a book of such unequal 
quality as this. Parts of it are first-rate, whilst other parts repre- 
sent a hash-up of other men’s work, with a plentiful sprinkling of 
inaccuracies. The impression is left that Professor Kirkaldy con- 
siders transport not a very difficult problem, and has rushed into 
a volume covering a wide field without first mastering his subject. 

Perhaps the history of railway transport supplies some of the 
worst inaccuracies. On p. 44 the amazing statement appears 
that “Parliament requires proof that a proposed railway . . . is 
likely to be a paying concern.” Parliament requires nothing of 
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the sort. It has no such paternal interest in the railway investor 
or speculator. It requires evidence that there will be such traffic 
as will justify the interference with private rights which is essen- 
tial to the construction of the line. On p. 49 we learn that 
compulsory running powers became embodied in the Railway and 
Canal Traffic Act of 1854, and thereafter any company could, 
subject to Parliamentary approval, obtain access for its trains to 
the system of any other company where such access was desired. 
The-fact is, that there are very few cases indeed in which Parlia- 
ment has compelled a railway company to grant running powers 
over a portion of its system against its will, and, as far as the 
present writer knows, without exception the public interest has 
been the main ground of the grant. 

To say the least, it is misleading to write that “the companies 
all worked to one classification of merchandise . . . imposed by 
Parliament.” The R.C.H. Classification was in existence for 
several decades before Parliament made it, in amended form, com- 
pulsory in 1893. Again, on p. 58 the very close agreement be- 
tween the Great Eastern and Great Northern companies is noted, 
but the third partner, the Great Central Company, is ignored. 
As the origin of the agreement was the attempt to effect a 
working union between the Great Central and Great Northern 
Companies, the omission is the more striking. 

Dealing with the cost of the first establishment of a railway in 
this country, an estimate of £4,000 per mile for Parliamentary 
expenses is quoted. It would be well if the authority for such a 
widely extravagant estimate had been named. The figure for 
the Great Northern Railway, which had some of the severest 
fights, was stated some years ago to be in the neighbourhood of 
£2,000 a mile, and the average for the country can safely be put 
at something less. If Professor Kirkaldy had considered that 
£4,000 per mile means some £94,000,000 on the route mileage of 
railways in the United Kingdom, it is certain that he would never 
have quoted the figure. 

It is impossible to deal with more than a few of the errors or 
nisleading statements in the book. We would, however, protest 
against the recurrence of the error in the date of the establish- 
ment of the Railway Clearing House. This is a clear case of 
quoting from a recent work. The correct date is 1842, not 1847. 
Such carelessness, too, as the statement on p. 109 that in the classi- 
fication, the class ‘‘Goods and Minerals” was sub-divided into 
A, B, and C, when on the next page eight classes are recognised, 
points to unduly hurried work. The implied suggestion that the 
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minimum distance for a charge was abolished by the Acts of 
1891-92 is no less careless, whilst the statement on p. 138, that 
“as a rule British rates, except those for class A traffic, include 
not only haulage, but collection and delivery and other terminal 
services”’ fairly takes the reader’s breath away. 

Whilst inaccuracies are to be found all through the book and 
in appalling numbers, there is some admirable work, and the 
writers display a truly judicial spirit. The chapters on “ Allega- 
tions of Discrimination and Excessive Rates,” and “The Question 
of Foreign Preference,” are excellent instances. That much pre- 
ference is apparent rather than real is brought out, and also that 
in many cases those who complain of the existence of a preference 
would lose and not gain by its discontinuance. 

When dealing with the canal problem, it is to be regretted 
that no real proof is offered of the statement that “ water transport 
is cheaper than land transport.’ The authors know that the state- 
ment is a disputed one. In France the Government insist on 
the maintenance of railway rates at a level at least 20 per cent. 
above the canal rates. If canals had such a natural advantage 
in the matter of cheap transport, this would seem to be an unneces- 
sary act of control. In fact it is recognised that many of the 
canals would go under if this difference were not insisted on. Has 
not this phenomenon of canals losing their traffic until they ceased 
to pay their way been seen in the United States too? A real 
dissection of comparative costs would have been most valuable. 

The whole work shows lack of careful investigation of facts 
and a too great readiness to accept the work of others. It is to be 
hoped that writers of such evident ability will take steps to remedy 
this before venturing on another work on Transport. 

W. TETLEY STEPHENSON 


A History of Economic Doctrines. By CH. Gipr and Cu. Rist. 
Translated by R. RicHarps. (London: G. C. Harrap and 
Co. 1915. Pp. xvii+672. 15s. net.) 


A REVIEW of this work in its original form was published in 
the September issue of the Economic JournaL for 1909. It is 
unnecessary to add anything to the welcome which was there 
extended to it, so far as its excellence is concerned. 

Tt is therefore all the more to be regretted that the present 
translation leaves a good deal to be desired. Without entering 
into a disquisition on what constitutes the ideal translation, one 
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may at least ask of any translator that he render the work intel- 
ligible in its new form, and thus make reference to the original 
unnecessary. This is not the case with the present work. 

Thus on p. 341 of the translation there is a footnote to the 
effect that ‘‘a lowering of the rate of interest from 5 to 3 per cent. 
means that what formerly cost £60 and yielded 3 per cent. will 
now cost £100. There is no decrease of the revenue, and there is 
an increase in the capital. It is quite a good bargain. A lower- 
ing of the rate of interest will simply reduce the amount of capital 
in those instances where the borrower can effect a conversion to 
his own advantage.” 

In the original this runs :—‘‘Si le taux de l’intérét s’abaisse de 
5 & 3 p. %, le titre de rente francaise de 3 frances de rente, qui 
valait 60 franes, sera coté 100 francs. Donec nulle diminution de 
revenu et augmentation du capital. Bonne affaire! La baisse du 
taux de |’intérét ne diminue la part des capitaux déja placés que 
dans les cas spéciaux ott l’emprunteur peut s’en prévaloir pour 
opérer une conversion.” 

That is, a stock yielding a fixed rate of interest will rise in 
capital value if the general interest rate falls, except in those cases 
where its interest rate also is altered by conversion. Mr. Richards’ 
translation is awry, to say the least. 

Similarly, on p. 42 he gives the following sentence as a trans- 
lation of Turgot’s statement :—“ En tout genre de travail il 
doit arriver et il arrive en effet que le salaire de l’ouvrier se borne 
4 ce qui lui est nécessaire pour lui procurer sa subsistance ”—‘ it 
might happen—and, indeed, it often does happen—-that the 
worker’s wage is only equal to what is necessary for his subsist- 
ence.” As he himself refers in the text to Turgot’s “incisive” 
statement of the law, he ought to have been on his guard. 

It is true that these errors do not occur in the text. Still, on 
p. 107 one finds the title of Say’s wark given as “Le Traité 
d’Economie Politique.” In the French it runs :—‘En 1803, 
paraissait le Traité d’ Economie Politique.” The simple elegance 
of the original is quite lost when on p. 129 he says, “The threaten- 
ing hydra always peered over the fragile shield of pure crystal 
with which he (Malthus) had hoped to do battle.” The original 
is as effective and less stilted, “le danger de la surpopulation 
lui apparaissait comme toujours menacant, malgré le bouclier de 
cristal fragile qu’il lui opposait.” 

Nevertheless, this book should be useful to students if read 
with care. One cannot help regretting, however, that transla- 
tions of standard works in French (and, may we add, German) 
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should still be necessary for the economic student. That they are 
is a measure of the work the new Faculties of Economics and 


Commerce have still to perform. 
T. E. GREGorRY 


Elementary Principles of Economics. By Proressor RICHARD 
T. Exy, Ph.D., LL.D., and Grorce Ray Wicker, Ph.D. 
Revised and adapted for English students by L. Ll. Price, 
M.A. (London: Macmillan and Co. 1915. Pp. xi+ 406. 
Price 4s. 6d. net.) 


Messrs. Ely and Wicker’s work on the Elementary Principles 
of Economics, first published in 1904 and reviewed in the March 
number of the Economic JOURNAL, 1905, is too well known on 
both sides of the Atlantic to require a detailed criticism. Mr. L. Ih. 
Price, in adapting it for the use of English students, has performed 
a task which should earn both their gratitude and that of teachers 
in this country. While maintaining the form and method of the 
original edition unchanged, he has with extreme skill so modified 
the phraseology and examples as to produce that graphic quality in 
description and familiarity, in illustration without which it is hope- 
less to expect the beginner to grasp the essential reality of the 
science. In addition to this half textual, half spiritual revision, 
the short bibliographies, both in the appendix and in the body of 
the book, have been brought up to date, and the chapters on 
American economic history and public finance disappear, to be 
replaced by English equivalents. The two final chapters of the 
second book, in which Mr. Price gives an outline of English 
economic development, are a model of clarity and conciseness. 
While sketching lightly the forms of early economic organisation 
in this country, he throws always into strong light those causes 
which have tended to produce the modern types of capital and 
labour. Thence follows the larger analytical portion of the book 
in logical sequence. 

The form of the work, with those various aids to the teacher 
and the beginner—the variations of type, the paragraphs, the 
questions at the close of each chapter, and the suggested courses 
of reading—have, as we have said, been maintained, and the book 
is exactly what it aims at being, essentially teachable. It pos- 
sesses the great merit, while starting with the theory of consump- 
tion and utility, of boldly basing that theory on a discussion of the 
psychology of desire. But at times it suffers from excessive con- 
densation, deficient argument, and too abundant definition. The 
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portions, for instance, dealing with paper money and banking are 
somewhat too lacking in leaven to be easily digested. This criti- 
cism, however, applies to but a small fraction of an extensive 
subject, and in its new form we believe the work to be one of the 
best, if not the best, really elementary text-books for English 


students that covers the whole ground. 
A. LOVEDAY 


The World’s Cotton Crops. By Joun A. Topp. (London: 
A. and C. Black. 1915. Pp. viiit+460. Illustrations and 
maps. Price 10s. net.) 


Tuts is the best survey with which we are acquainted of the 
world’s cotton crops. Professor Todd, who spent five years in 
Egypt and subsequently visited the cotton-growing States of 
North America, writes with exceptional knowledge of his subject, 
and the valuable book which he has given us supplies a long-felt 
want. In the course of his careful and impartial investigation 
into the present conditions and future prospects of cotton produc- 
tion the writer has brought together much interesting material not 
usually accessible to the ordinary reader. Some aspects of his 
subject he might perhaps have discussed at greater length. He 
tells us, for example, that the quality of Indian cotton is sus- 
ceptible of great improvement, but he does not consider in any 
detail the difficulties of persuading the Indian cultivator to aban- 
don the agricultural methods to which he has so long been accus- 
iomed, and to devote time and trouble to the production of a better 
quality of cotton. Again, Professor Todd seems to attribute the 
trying period through which the Egyptian industry has recently 
passed almost entirely to an excessive supply of water. We should 
have liked his views on other factors which we believe to have 
been operative to some extent, such as the abandonment of the 
three years’ agricultural rotation and the presence of various 
pests. To the last of these, indeed, he seems inclin2d to attach 
some importance in his account, in the last chapter, of the crop 
of 1914. 

On one point Professor Todd is less clear than usual. In his 
map he places the whole of Texas in the cotton belt, but in the 
text he refers to the cotton-growing area in that State having a 
rainfall “as a rule sufficient (about 30 inches per annum).” As a 
matter of fact less than half of Texas has a mean precipitation 
approaching 30 inches, and although a certain amount of cotton 
is grown on the plateaus in the western part of the State these 
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regions have too low a rainfall (less than 25, and over considerable 
areas less than 20 inches) ever to become serious contributors to 
the world’s cotton supply. 

There is a slip on page 271, line 13, where winter should be 
summer. The illustrations are by no means the least interesting 
parts of an excellent book. 

J. McFarLaNnr 


History of the Standard Bank of South Ajrica. By G. T. 
AMPHLETT. (Glasgow: Maclehose. 1914. Pp. 251.) 


A FAITHFUL, if unexciting, chronicle of the bank’s half-century 
of existence, by a former Assistant-General Manager at Cape 
Town. The Standard Bank, like so many institutions, was 
founded in a period of good trade, and enjoyed a few years of 
fictitious prosperity which nearly ended in bankruptcy. It was 
saved by able management of an authority sent from London, and 
has ever since kept to the path of financial righteousness, and is 
now crowned with the due reward. 

The book contains a valuable record of correspondence between 
the Bank and the Imperial Government as to the legal position of 
gold commandeered by the Government of the Transvaal Republic 
prior to annexation. Mr. Amphlett was better known in South 
Africa outside banking circles as an enthusiastic mountain climber, 
and the president of the Mountain Club at Cape Town. 

R. A. LEHFELDT 





REVIEW-ARTICLES 


THE POLITICAL ECONOMY OF WAR 


The Political Economy of War. By F. W. Hirst. (London : 
J. M. Dent and Sons. 1915. Pp. xiv+327. 5s. net.) 


“THE political economy of war” might well be regarded as a 
contradiction in terms. Political economy suggests an orderly 
state of things in which the different members of the societary 
“household” co-operate in peace, while war is the active mani- 
festation of the anarchy which the human race persists in main- 
taining by its blind folly in continuing the existence of absolutely 
sovereign states recognising no common authority. Mr. Hirst 
complains that no economist of the first rank “has made any 
comprehensive inquiry into the economics of modern warfare.” 
The defence of the economist is, or should be, that warfare, 
whether modern or ancient, is outside the pale of economics. No 
one imagines a political economy of civil war; no more ought 
anyone to ask for the political economy of the better-organised 
and, under modern conditions, infinitely more destructive warfare 
between “countries” which have the misfortune to have indepen- 
dent governments, and imagine themselves to have different 
economic interests which they would never even have conceived 
to exist in the absence of such independence with its paraphernalia 
of separate military forces and diplomatic agencies. Where the 
ordinary economists have been to blame is not in ignoring war, 
but in their careless habit of saying “the country” where they 
really mean the world, ‘the nation” where they really mean 
society at large, and “national” where they really mean 
“human.” Their excuse is, of course, that in the gradual develop- 
ment of economic thought, with its progress from the individual 
to a larger standpoint, it was more convenient at one time to 
suppose an isolated country and treat it as a type of society than 
to treat directly of society as a whole. But this is only an excuse, 
not a justification, and the excuse loses more and more of its 
force as time goes on, and countries become less and less isolated 
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in fact. The practice is now intensely harmful, especially because 
it suggests a conception of different countries as watertight com- 
partments and a conception of trade as a kind of pumping 
machinery which draws water from one of these into another to 
the disadvantage of all the inhabitants of the one and the advan- 
tage of all the inhabitants of the other. Much more blameworthy, 
however, are those economic historians whose laudable desire to 
understand the past has ended in blind admiration for national 
policies which were inspired by ignorant jealousies and based on 
stupid misconceptions. 

Mr. Hirst does not, as he might have done, attempt to put 
either of these classes right, but confines himself rather to enlarg- 
ing on the cost of war in the past and present, with some very 
gloomy but vague suggestions as to the future if we do not amend 
our ways. The amendment he seems to look for in the direction 
of a return to insularity on the part of this country, moderation in 
armaments, and the international adoption of regulations tending 
to make war at sea less destructive. 

“What,” he says, “will be the condition of Europe, when 
peace comes through exhaustion, after the Continental States have 
used up all their credit and borrowed all that can be borrowed, 
may be left to the imagination of those who can see further than 
the writer through the gathering gloom. How commerce will 
be financed, how manufactures will be revived, how banking will 
be carried on, how public bankruptcies on an unheard-of scale 
are to be avoided—these are questions which defy experience and 
baffle even the wisest heads.” 

This is surely a very mild picture of the wrath to come if 
Europe does not amend her ways on the conclusion of peace. In 
that case, what all the countries will have to do is to consider 
how to prepare for the next war. Now before the present war 
most people had a belief that a very moderate amount of prepara- 
tion was adequate. The most violent militarist, given carte 
blanche, would have said a tenth of the national income would 
be ample. Now we know better. “Munitions” are no longer a 
bow or a rifle for each man and strictly limited amounts of a few 
other things, but a mass of warlike provision which may indeed 
be required only in limited amounts so far as parts of it are 
concerned, but which, as a whole, is absolutely unlimited. More- 
over, most of the appliances required are susceptible of improve- 
ment by invention, so that the existing stock is constantly becom- 
ing obsolete and unfit for use against an enemy provided with 
newer appliances. And lastly, an enormous advantage accrues 
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to the party which can invent new appliances and keep the secret 
after they are ready. The consequence is that no Government 
will ever in future be able to say: “We have done all we can” 
until it has ground its subjects down to the barest necessaries of 
life. Readers of Mr. Keynes’ review in the last issue of this 
Journal (pp. 449-50) will know how little terror Mr. Hirst’s 
picture ‘vould have for Professor Jafié. Perish commerce! he 
would say, it chiefly supplies unnecessary luxuries and introduces 
pernicious foreign ideas. Manufactures? What are required 
which the Government arsenals will not supply? Banking? If 
any is necessary, the State can carry it on. National bankrupt- 
cies? What matter? The holders of national obligations have 
at present a surplus income which must be acquired by the State, 
and it is all the same whether it is acquired by taxation or by 
repudiation. How shall we borrow in the next war? As no one 
will have any surplus income over mere necessaries, we shall not 
expect to be able to borrow, but we shall have got all we can in 
any case. 

We had fondly imagined that barbarians had to give a larger 
proportion of their time and energy to war than civilised people. 
Now we find that this is all a mistake. The barbarians, with their 
much smaller command over natural forces, were obliged to spend 
a very large part of their time and labour in providing themselves 
with the bare necessaries of life. On occasion they could put a 
large percentage of their total population in the battlefield for a 
short time, but they could not keep a large proportion continually 
engaged in warlike preparations. We can, because we have a 
much greater margin of power. Six great countries are at present 
just beginning to realise how easily an appreciable part of this 
margin may be diverted from its old employment of providing the 
comforts and refinements of life to the manufacture of munitions 
and other war services. ‘Give him time,” says the Minister of 
Finance, “and the taxpayer will be able to cut down his private 
expenditure so as to be able to meet the greater demands of the 
State.” It is perfectly true down to a certain limit, and that limit 
is simply the bare necessaries of life, which, with modern know- 
ledge and appliances, can be provided with a very small proportion 
of the aggregate available labour. 

That man will permanently submit to having his definition 
changed to “a munition-making animal” it is fortunately absurd 
to suppose ; the only difficulty is to foresee exactly what way out 
he will take. One thing is certain : the policy of bloated national 
armaments as “insurance” (save the mark!) against war, and the 
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policy of moderation in national armaments, are alike hopelessly 
discredited. Order cannot be maintained without force, it is 
true, but force must be economised, and the only way to economise 
it is for that large part of the world which desires peace and quiet 
to unite in maintaining sufficient force to defend itself against the 
small part which desires something else. The large part doubtless 
comprises more than four-fifths of the whole, but if it were only 
four-fifths it would be safe if it only devoted about a quarter of its 
possible maximum effort to defence when the other part was 
united and putting out its whole possible effort for aggression. 
The governing classes of the different countries are doubtless 
unprepared at the moment to surrender to a federation or even 
an alliance the most cherished feature of national independence, 
the right to make war (although several countries have surrendered 
for the present the right to make peace). But if they persist in 
their present attitude they wili find themselves very soon between 
the devil and the deep sea; their choice will lie between taxing 
themselves out of existence in order to maintain the cherished 
right on the one hand, and on the other being swept away, along 
with the national organisations which they have misdirected, by 
a furious uprising of the multitude against intolerable burdens. 
The decision will come somewhat suddenly when, at the end of 
the war, the different Governments have to provide taxes to yield 
an addition of more than 50 per cent. to the ante-bellum revenue 
in order merely to cover interest on the new debt and pensions, 
as well as a much larger and indeed indefinitely large addition for 
the re-organisation, re-equipment, and extension of military and 
naval forces. Mr. Hirst’s history shows Europeans sitting down 
after the conclusion of each war with great relief and a pious hope 
that it would not occur again for a long time. The futility of this 
course may not even now be as obvious to all as it should be, 
but the immense change in the technique of war will make it 
practically impossible. 
TEEpWIN CANNAN 
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ECONOMISTS ON WAR 


Hdndler und Helden. Von WerneR SombBaRt. (Munich: 
Duncker and Humblot. 1915. Pp. 145.) 

The Neutrality of the United States in Relation to the British and 
German Empires. By J. Suieup NicHoutson. (London: 
Macmillan. 1915. Pp. 92. 6d.) 


Economic Interpretation of the War. (Reprinted from 
“Problems of Readjustment after the War.”) By 
Epwin R. A. SenigMAN. (New York: Appleton. 1915. 
Pp. 72.) 

Les Causes et les Conséquences de la Guerre. Par YvES Guyot. 
(Paris: Alcan. 1915. Pp. 416.) 


THE Editor has been well advised in arranging that this set of 
recent publications relating to the present war and war in general 
should be brought together under one view. The judgments pro- 
nounced by eminent economists of different nationalities are cal- 
culated to be mutually corrective. For instance, the opinion of 
Professor Seligman that the present war is mainly due to the 
opposition between the material interests of Germany and Eng- 


land may be set off against the opinion of Professor Sombart that 
the war is mainly due to the opposition between those nations in 
character and mentality (Anschauungswelt). The “incomparable 
superiority ” of the German heroic spirit over the English mer- 
cantile character forms the burden of Professor Sombart’s theme. 
He supports his thesis by a deft use of English literature; taking 
now More’s Utopia—especially some practices of war which a 
recent editor of the Utopia describes as “repellent to us ”—now 
Herbert Spencer’s philosophy, as typical of English thought and 
character. His general view of that character as utilitarian, or 
in his phrase “individualistic-eudemonistic,” must, we think, be 
admitted. It is an impeachment which we, for our part, own with 
pride. This prominent trait is in the caricature which our author 
presents overlaid and distorted by objectionable features. Some of 
them had already made their appearance in Professor Sombart’s 
Der Bourgeois (1914) ; and are justly described by the friendly re- 
viewer of that work in the Economic JOURNAL as evidencing “the 
sin of over-generalisation.” The “large, swinging generalisations” 
which another reviewer, Professor Clapham, notices in Professor 
Sombart’s writings are conspicuous in the pages before us. One 
of his theories connects the mercantile character of the English 
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with their excessive love of sport. “The shopkeeping spirit 
(Krdmergeist) is the direct parent of ‘Sportismus’ in which all 
the ideals of the trader are realised.” “Sport is the twin-brother 
of comfort”; and “ Komfortismus’’ is inimical to the true, the 
heroic culture. Thus the materials for shaving (fasierapparaten) 
which a German hero found in one of the English trenches, and 
apparently mentioned in terms of respect, seem to our author a 
hateful sign of the hollow English commercial civilisation (Krdaémer- 
kultur). Whether he possesses the gifts of sympathy and humour 
in the degree required for the delicate task of delineating national 
character may be judged from the following passage—succeeding 
the complaint that Churchill, or Lloyd George, had declared Eng- 
land would win because she could put down the last million, thus 
nakedly exhibiting the purely capitalistic conception of war :— 
“But the most disgusting feature,” continues Professor Sombart, 
“which this war has brought to light is this: that it is regarded 
by Englishmen as a kind of sport. When the Hmden had at 
last been captured (zur Strecke gebracht) on the summons of an 
overwhelmingly superior force, it was to be expected that the 
English Press should be jubilant. In truth, English trade was 
freed from a relentless persecutor. But what happened passes 
belief; the heroic Captain von Miller was lauded to the skies. 
Should he come to London, it was said, he would be greatly féted 
(wiirde er der gefcierste Mann sein). Why? Was it because he 
had performed heroic deeds in loyal fulfilment of his duty to Kaiser 
and country? Oh, no! Only because he had shown himself 
such a splendid sportsman (weil er so hervorragende—sportliche 
Leistungen vollbracht hdtte).” It is difficult to find an English 
equivalent for the expression which we have attempted to para- 
phrase. The English feeling, if not the German phrase, may be 
expressed by saying that Captain von Miller had fought like a 
gentleman. Strange that a nation of shopkeepers should have 
such feelings ! 

After exhibiting the poverty and flat mediocrity (Plattheit) of 
the English mind, our author dilates enthusiastically on the 
German “geist” and love of fatherland. He claims, not without 
reason in our judgment, some affinity between the German con- 
ception of the State—as a “super-individual, a life outside us” — 
and the forms of ancient thought. ‘‘The German spirit catches 
its fire from the spirit of the ancients; and Plato’s Republic is 
the model (Urbild) after which all the German ideal conceptions 
of the State have been formed.” 

But the humble utilitarian may still repeat the question which 
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Aristotle asks with respect to the Platonic Republic: Who are 
the happy there? Certainly not the common people, he adds. 
Professor Sombart’s interesting view of Germany before the war 
recalls the warning which Aristotle gives against the exclusive 
cultivation of the military virtues : “ Most of these military States 
are safe only while they are at war; like unused iron, they rust 
in time of peace.” Compare our author’s striking description of 
the aimlessness of German life in time of peace. They went to 
and fro like swarming heaps of ants— 
‘* Zerstreuter Ameis- Wimmelhaufen.”— Faust. 


They wrote books and plays, and critics in shoals did nothing all 
their life but criticise, and cliques were formed, and fought 
with each other, and no one knew to what end (wozu). Socialism 
had almost fallen to the level of English Trade Unionism, sunk in 
sport and comfort. Mere pleasure, which our author apparently 
considers a pitiful object to aim at (das erbdrmliche Behagen), 
and the happiness of the majority had become the end of the 
Socialistic movement. 

Then came the war like a Revelation. ‘Hier offenbart sich die 
Gottheit.” War appears to the German as “a holy thing, the 
holiest thing on earth.” “We are a people of warriors.” “ Mili- 
tarism is Potsdam and Weimar in sublime union.’’ It permeates 
all German art and literature, even the poems of Goethe. The 
solitary exception is the sorry tract of the aged Kant on Frer- 
lasting Peace. 

But there is another doctrine taught by Kant—not the old 
and drivelling Kant, but the philosopher in his prime,—which we 
find a difficulty in reconciling with the conduct to which Professor 
Sombart exhorts his countrymen. So act that from the thought 
of your maxim as a law universally obeyed no contradiction 
results. What would constitute a contradiction in Kant’s sense 
we would not undertake to define. But we predict that much 
opposition—and therewith much misery—will result from the 
attempt to make universal an attitude like that which is thus held 
up to admiration :—‘‘ When the German stands leaning on his 
mighty sword, clad in steel from head to foot, then may all the 
world (was will) dance below about his feet, and the intellectuals, 
the artist and scholars of England and France, of Russia and Italy, 
may abuse him and throw mud at him as they now do. He will 
not let himself be disturbed in his lofty repose, and will merely, 
in the spirit of his forefathers in Europe, say within himself— 


999 


‘ Oderint dum metuant. 


The motto appears, indeed, to be well suited to a people 
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intending to play the bully. The words, we believe, were not 
first used in an ancestral German forest, but on the early Latin 
stage, put into the mouth of a personage who indeed belonged 
to the heroic age, but was one of the most discreditable specimens 
of that age. Cicero (De Officiis 1. 28) quotes the saying as illus- 
trative of poetical propriety. If it had been put in the mouth of 
a just hero, like Minos, it would not have been in keeping 
(indecorum videretur). But when it was uttered by the villain 
Atreus there was a burst of applause; “for the expression suits 
the character.” We read, too, that Caligula adopted the motto 
as expressing his feelings. 

To complete the image of the steel-clad German it should be 
added that the attitude of disdainful calm will be on occasion 
abandoned. “Should it be necessary to increase our territory 
we will take as much land as appears necessary. We shall 
also take all the strategical points that seem good enough 
in order to maintain our impregnable strength. If it is of any 
use to our position of strength in the world, we will establish 
stations for our fleet—for example, in Dover, Malta, Suez.” 

It appears to us that to people who are predisposed to act in 
this masterful manner the burning words of the ecstatic Professor 
may have a certain hortatory force, something of.that unanalysable 
influence by which people are converted to first principles of 
conduct. We liken him in this respect to Karl Marx—Marx as 
described by Professor Sombart himself in what we regard as the 
best criticism of Das Kapital known to us (Das Lebenswerk von 
Karl Marx, 1909, reviewed in the Economic Journab, Vol. 
XIX.). Marx, according to his candid critic, made no great con- 
tribution to the technique of science. And yet there was some- 
thing demonic about the man, compelling assent to his general 
views. 

ae 

For those who are in danger of being carried away by Professor 
Sombart’s turgid eloquence we may prescribe as an antidote Pro- 
fessor Nicholson’s incisive wit. His well-known powers of satire 
have never had a fairer object than the rhapsodies of the German 
author. Merely to state the pretensions of German militarism is 
to make them appear ridiculous to English readers. For instance, 
“The idea of humanity attains its highest and richest development 
in particular noble nations. These for the time being are the 
representatives of God’s thought on earth. Such were the Jews, 
such were the Greeks. And the chosen people of these centuries 
is the German people. . . . Now we understand why other people 
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pursue us with their hatred. . . . So the Jews were hated in 
antiquity because they were the representatives of God on 
earth. . . .” But it is no easy task to convey in English ideas 
so foreign to English thought. As Professor Nicholson observes, 
“Some kinds of thought seem to find appropriate expression only 
in the pofysyllables and breathless sentences of the German 
tongue.” In view of this difficulty we have already availed our- 
selves largely of Professor Nicholson’s spirited translations. We 
have only space for one more extract. With respect to the so- 
called cultural internationalism, Professor Sombart boasts, ‘‘ For- 
tunately we Germans do not require anybody in matters of spirit 
or of culture. No nation in the world can give us anything worth 
mentioning in the field of science or technology, art or literature.” 
It is rather an anti-climax, remarks Professor Nicholson (whose 
words we distinguish from Professor Sombart’s by the absence 
of inverted commas), to read that, after all, foreign nations may 
offer some things of spiritual value, but the situation is saved by 
“always excepting England, which does not produce anything 
of cultural value.” This is praise indeed, comments Professor 
Nicholson. 

The German author’s travesty of British character is corrected 
by a juster view of the motives which have led us British into the 
present war. No doubt we pursue our own interest. But that 
interest is not to be measured in terms of money and trade. “Our 
most real interest is to maintain those principles and ideas on 
which the British Empire has been built up.” . . . “The greatest 
British interest is liberty.” ‘The greatest Happiness Principle 
in relation to Liberty,” the immediately following head in the 
contents, the dictum that “with the mass of the British people 
the supreme test is still liberty,” suggest philosophical inquiries 
which it would be out of place to pursue here. 

Among topics more germane to the EcoNoMic JOURNAL we 
should notice Professor Nicholson’s exposition of the influence 
which List’s National System has exercised on the commercial 
development of the German Empire. “The leading idea in 
German commercial policy has been the imitation of England on 
the lines laid down by List.’’ According to List, “ Holland 
belongs as much to Germany as Brittany and Normandy to 
France.” He thought that the right of the English to the Con- 
tinent of Australia on the principles of first occupancy was as 
absurd as the right claimed by the Popes over the partition of 
the New World. But as to the means of attaining these ends 
there is a vital difference between the method advocated by List 
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and that actually pursued by Germany. List looked to peaceful 
measures for the expansion of German commerce. Holland was 
to be induced by a system of preferential duties to enter the 
German Zollverein. ‘German settlements in the continent of 
Australia were in some way to be arranged for by a general 
European policy as regards the appropriation of vast unoccupied 
territories.” : 

We are hardly concerned here with the special purpose of 
Professor Nicholson’s brochure—to inquire how far the interests 
of the United States are bound up with the maintenance of the 
British Empire against German aggression. 


Professor Nicholson’s inquiry would be otiose if all Americans 
were neutral in the same sense as Professor Seligman. ‘How 
bootless it is,’ he exclaims, ‘“‘to estimate from the Blue Book or 
the White Book or the Yellow Book which statesman or set of 
statesmen is responsible for the particular action which led to the 
the declaration of war! If the war could have been averted now 
it was bound to break out in the more or less immediate future. 
Germany like England, Austria like Russia, Italy like Serbia, 
each was simply following the same law which is found in all life 
from the very beginnings of the individual cell—the law of expan- 
sion or of self-preservation.” In the history of this expansion 
there are, in modern times at least, three stages. There is first, 
as we understand, common protection. Thus the United States 
have “built up an enormous industrial power through a national 
protection.” They followed the example set by England a century 
before. But England “having built up her industry by the most 
extreme and ruthless system of protection that the world has 
ever known, and having wrested a large part of her world- 
empire from her competitors . . . now found it her interest to 
go over from a system of protection to one of free trade.” This 
forms the second stage of development. ‘The third is reached 
when “the emphasis is transferred from the export of goods to 
the export of capital.” With the beginning of this century Ger- 
many entered on the third stage. England’s war with Germany 
marks the final stage of a competition involving not simply the 
export of goods, but the export of capital. The financial influence 
thus obtained leads to a political influence which brings with it 
economic advantages. ‘It would be tedious as well as unneces- 
sary to state in detail the countless benefits that England has 
derived from India or, more recently, from Egypt, and the num- 
berless subtle ways in which she has contrived, just as every 
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other nation would have done, to retain most of these benefits 
for herself.” The prospects of such exploitation form an inevit- 
able attraction to the chief nations of the world; “it seems 
hopeless to expect any effective resistance to a temptation which 
is so compelling, so illimitable, and so promising of success under 
the conditions of actual economic life.” ‘We are likely to see 
during the next few generations wars on an even greater scale 
than the present one.” At last far off the dream of Adam Smith 
may be realised. 

The prospect of peace on earth and free trade between men 
of different nations is not so remote in the view of M. Guyot. 
Yet we fear that the preliminary steps will take time. The 
final purpose, or at least proximate end, is to substitute the 
civilisation of exchange for the civilisation of rapine. In pro- 
moting this end we must prove the superiority of our civilisation 
by rejecting the policy of reprisal, by resisting the promptings of 
national hatred. Thus only can we accomplish the necessary 
moral dissolution of the German Empire. There is required also 
the political dissolution of that Empire; to secure a durable peace 
by satisfying the aspirations of the numerous groups who have 
been victims of oppression, Belgium must, of course, be evacuated ; 
and it also goes without saying (est au dessus de toute discussion) 
that Alsace-Lorraine must be restored to France. The German 
colonies are to be divided among the Allies, not for the sake of terri- 
torial annexation, but as a guarantee of peace. As to the exaction 
of an indemnity, we must not attempt to destroy (juguler) the 
conquered Germany. We should be careful not to keep alive a 
spirit of revenge by striking at individuals. These conditions and 
the requirements of justice may be sufficiently satisfied by our 
taking the German railways, the Prussian mines, and some other 
trifles of this sort. In fine, free trade should be imposed on 
Germany—a condition which the author justifies by exhibiting 
more suo the evils of protection. 


Alas! none of our authorities lead us to expect a speedy end 
of the present war, much less of war in general. 
F. Y. EDGEWORTH 





NOTES AND MEMORANDA 


THE INQUIRY INTO THE RISE OF PRICES IN 
INDIA. 


3 


From 1904 to 1908 a rapid rise in prices took place in India, 
as elsewhere, and the matter attracted considerable attention 
here. Blame was laid upon the systems of trade, of currency, 
and of finance. In 1910 it was decided to undertake “a detailed 
investigation of the problem, and the task was entrusted to Mr. 
Datta, a senior and experienced officer of the Finance Department, 
assisted by Mr. Findlay Shirras, late Professor of Economics of 
the Dacca College, and Mr. S. D. Gupta, of the Finance Depart- 
ment. . . . The specific points referred for investigation were :— 

(1) What has been the actual rise in prices in India during 
the past fifteen years? Has the rise affected all commodities alike, 
or is it specially marked in the case of food grains? Are there 
marked differences in respect of enhancement of prices as between 
different areas? 

(2) To what extent is the rise in prices due to what may be 
styled “world factors,” and how far may it be ascribed to local 
conditions ? 

(3) Does it appear that the rise is a permanent feature, or is it 
only temporary ? 

(4) If it be more or less permanent, what are its probable 
economic effects on the country as a whole, and on the different 
sections of the community?” 

The results of the investigation appeared from the Government 
Press near the end of the year 1914, in five large volumes. Volume 
I. contains the Report signed by Mr. Datta, and prefaced by a 
fourteen page Resolution of the Government of India. After the 
usual compliments, the resolution does a refreshing thing in calling 
into question some of the important sections of the report, 
especially singling out the contention that prices have risen 
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because the population has grown at a greater rate than the pro- 
duction of food stuffs. 

The first three chapters of the report are introductory, describ- 
ing the objects of the inquiry, outlining the methods employed, 
and the statistics and other material collected. An interesting 
feature of this is the division of India into “Economic Circles.” 
India is a continent, in which the physical and economic con- 
ditions vary widely throughout its length and breadth. The 
circles have been selected so as to obtain in each, as nearly as 
possible, an economic homogeneity. This “has to be determined 
by no one single and exclusive factor, but by a careful examination 
of all the factors that affect the economic condition of the country, 
viz., meteorological conditions, nature of the soil, conformation of 
the surface, the conditions under which agriculture is carried on, 
the density of the population, and the habits of the people, 
immunity from or liability to famine, similarity of production, and 
consumption.” 

British India is divided into 24 circles, including the four 
ports, Calcutta, Bombay, Karachi, and Madras, which are con- 
sidered as separate circles. The three investigators travelled ex- 
tensively through each circle, and examined the leading citizens 
of each. 

The next eight chapters contain the findings of the Commis- 
sioners, and, although much interesting material is found there, 
the conclusions drawn from it are often disappointingly feeble or 
even erroneous. 

The extent of the rise in prices is dealt with in Chapter IV., 
and a table of index numbers is given which is reproduced 
opposite. The base period is 1890-4. 

The different classes of commodities and their percentage rise 
in prices, as given in the table of quinquennial averages, from 
1890-4 to 1908-12, are given below. 


Hides and Skins _..... a Cee 6 |) abet, mee oe8 oso | Dark 
Oilseed and Oils... . 145 | Other foods ... ve ass 220 
Food grains—pulses ... 143 | Other raw and manufactured 

Food grains—cereals ous ee Articles... see «os, 1826 
Building Materials ... .. 142 Metals ors eas ooo 220 
Cotton Ros wisi .. 133 | Sugars nae sion sc 808 


The rise in the prices of hides and skins is well above the rest. 
Tt will be noticed also that food grains come high up the list. 

Unfortunately, the Commissioners have not noticed that this 
statement of the rise in prices of different commodities is open 
to serious objection on account of its misleading nature, which 
becomes apparent when the base 1890-4 is moved to later quin- 
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quenniums. A table showing the change is given above on p. 614, 
constructed from the quinquennial index numbers given in the 
Report. The last column shows the order of increase, taking the 
decennial periods 1890-99 and 1903-12. The report emphasises 
the great rise in the prices of food grains, but it will be observed 
from the table referred to that food grains do not rise above the 
average, except in the two longer periods of comparison, nor do 
they exceed the average rise in price when the decennial periods 
are taken into account. The reason for this discrepancy in the 
report is due to the fact that the Commissioners have taken a 
period of good harvests and consequent low prices of food grains 
as the base of their comparisons. 

The next chapter deals with the price variations which have 
taken place in the different circles. The figures of the report are 
given in the first column of figures of the following table. A 
second column is added, because it shows how misleading the 
investigators’ figures really are. The rise in prices has been 
greatest at Karachi, taking the twenty-year period, but taking the 
last ten years or so Karachi does not show a rise of price above 
the average, and comes twelfth in the list. 

















Index Number of prices for 1908-12. 
taking as 100 the period. 

Circle. eee ee SSRN GARR lee — 

| Order of | Order of 

1890-4. | Tnerease. 1899-08. | Increase. 

| | 

Karachi r ae ee 149 | 1 122 12 
Bundelkband Fee ree 145 | 2 122 12 
Berar... a5 ve sea 144 | 3 121 | 15 
Sind . oon ne 143 4 126 2 
Madras South | wh 143 4 129 1 
Agra Provinces N. and W.... 142 6 125 3 
Punjab E. ... ay 142 | 6 123 | 8 
Deccan ead nee zee 142 | 6 121 15 
Punjab W. ... See eng 140 9 123 8 
Behar ee aa eae 139 | 10 121 15 
Central Provinces ... sa 139 10 122 12 
Madras N.-E. ae mae 139 | 10 124 6 
ES eee 139 | 10 123 8 
Bengal N. and E. ... eee 138 | 14 125 3 
Bengal 8. and W. ... aes 138 14 123 8 
Chota Nagpur eis aes 137 | 16 121 15 
Agra Provinces E. ... ies 136 | 17 125 3 
Gajarat sa ese os 136 | 17 115 22 
Sateen West das ae 134 | 19 124 6 
Calcutta... eae =e 130 20 121 15 
Bombay ave tie aes 129 21 119 | 20 
Assam eas aa 127 22 115 22 
Madras (port) is 1260 23 118 21 
Average of all India ace 138 a 123 ~- 
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x. 


The next chapters, V. to X., deal with the causes of the rise in 
prices. This discussion occupies 81 pages. A table giving the 
index numbers for different countries is reproduced below. 
































4 oh ag| 2/3 S 
foragers; .| DB | PB ; 3 Oa : ra 
Beka cel>ga SE) 2/8.) 3./83a/] 32] 38 
sesce dg |2st Fe| 2 | 23| be 23) 5 | 3 
Year. Bese e SE Fae Sais 44 | 3 |e a2 | 22 
SLED as igs bul g <3 i898] 2s) &s 

Sh & a | 

passa 6 |"e 33] § an) an |3g/ “a | 3 

4 am |e lo |b 

| | | 

1890 104 | 101| 106 107/104] 106| 106 103| 117] 113 
1891 105 103 | 106 101 | 104| 104| 105 | 104| 104/ 106 
1892 99 102 | 100 100} 98| 99} 100, 101/ 102] 100 
1893 99 95; 97° 99/101} 98| 99!) 97] 94] 96 
1894 93 99/ 91, 93/ 93} 93) 90| 95| 83/ 85 
1895 90 98/ 88 93/ 88} 95| 88| 90] 84/ 89 
1896 89 97| 87/| 91| 85} 89| 85| 93] 102] 99 
1897 90 100} 90, 90! 87/ 88} 84] 94] 102] 120 
1898 91 101; 95) 93! 91| 92| 88| 94] 99| 100 
1899 94 102| 99|101| 99| 96; 95| 95| 89| 108 
1900 103 109 | 106 | 112/106| 104/ 104) 98| 99) 126 
1901 98 110] 102) 103/100] 103| 102; 95] 108) 120 
1902 96 112 09 | 99 98| 105| 106) 97| 116/ 115 
1903 97 113} 105/ 101/100! 106; 107/ 97/ 116| 111 
1904 100 114/ 106/104 99] 107, 106; 92] 98] 110 
1905 100 | 114{ 109/103 100} 109| 109; 95| 101/| 120 
1906 . | 107 121 | 118| 109/110/ 115 | 115; 98| 105| 134 
1907. | 113 122} 127 114/116] 121| 122) 104| 113| 138 
1908. | 104 | 127| 115 110/105} 116| 115/101] 123] 147 
1909. | 105 | 124| 119 111|107| 116) 119) 98] 110] 138 
1910. | 110 | 123) 123 116/112] 120) 124/100) 111] 137 
1911 .{ 114 | 127] 134 120/120] 122/ 121) 104] 111] 139 
1912 . ~ foie | | el ae] Oe, aed ee 





It will be observed that the rise in prices as indicated by these 
index numbers has been much larger in India than elsewhere. It 
is this peculiarly large rise in prices that called for explanation. 

The causes of the rise in prices are dealt with under two main 
groups : (1) Those peculiar to India, and (2) those causes not con- 
fined to India, or World Factors. Of the first group the follow- 
ing are given, and will be discussed in the order they appear in the 
report. 

(i) A shortage in the supply of agricultural products and raw 
material. This shortage is said to have resulted from one or more 
of the following factors. (a) Growth of cultivation not keeping 


‘ 
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pace with the growth of population. The following table is given. 
It is not necessary to enter into the details of its construction. 








| | ' —) ! e 1 
ig 6/8 S| 3 2 se 
| ‘3 a | 3 a | oS ow =] | 
| ae ee ee | ee i ‘ 
| oa | ° Bo | om on 
| © gS | © 5> | © ae ofS = a 
| P27 | P28 | PBS | P22 | S E 
|e" | go i. B"a | Bs 
(be Ste ols Sis 6 
je SiS Fie gia ¥ 
| | ’ 
Population ... ooo | 100 | 101°6 103-7 105-7 107-8 108-4 
Total area under 
Cultivation Sel 100 | 98 103 105 108 106 
Area under food. | | 
grains... | 100 | 96 101 102 106 103 
Production of food- | 
grains ee Be 98 105 99 113 109 
Adding the production | | 
of foodgrains in | | | —_——— 
Burma... ..| 100 | 99 107 103 113 





In the Government of India’s Resolution, mentioned above, 
exception is taken to these figures. The following extract is in- 
teresting. ‘‘As Mr. Datta, however, is careful to point out... 
the data from which this table has been constructed are, with the 
exception of population statistics, largely conjectural and uncer- 
tain. For the immense areas of Bengal, Bihar, and Orissa, for 
about one-third of the Madras Presidency, for the hill tracts in 
the United Provinces, and in Assam, and... for the Native 
States . . . neither the area under cultivation nor the area under 
food grains is known with any accuracy; and for such areas Mr. 
Datta had no alternative but to base his statistics of cultivation on 
more or less arbitrary assumptions. . . . The remaining factor in 
the calculation, the percentage of the yearly outturn to the 
normal, is a still more uncertain quantity.” 

It will be noted, however, that the production of food grains 
has increased, and it is curious to note that neither Mr. Datta 
nor the Government of India have drawn the logical conclusion 
from the existing figures, namely, that prices, other things being 
equal, would have fallen, for prices result from a relation of the 
quantity of goods and money, not of the quantity of goods and 
population. If the population has increased at a more rapid rate 
than production we should look for the effects in a fall of “real” 
wages, i.e., the individual’s share of the goods produced would be 
smaller. But later sections of the report maintain that no such 
fall has taken place. 
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(b) Unseasonable rainfall is the next cause of shortage. 
Obviously, famine periods have intervened, but, as is pointed out, 
these are a cause of price fluctuations rather than of a permanent 
rise. 

(c) Substitution of non-food for food crops. This displace- 
ment is small for the whole of India, but large in certain areas. 
This, of course, may cause a relatively large rise in the prices of 
food grains to the prices of other crops. 

(d) The inferiority of new lands taken up; (e) Inefficient 
tillage due to a dearth of plough-cattle, and, curiously, (f) a de- 
crease in the productive power of the soil, are among the other 
causes of the shortage in supply. Interesting sets of opinions on 
this latter subject are given, and one of them is reproduced here. 
It is taken from Col. Sleeman’s Rambles and Recollections, and 
it records a conversation in 1836 with a Rajput of Meerut. “It 
cannot be disputed that the burkut (blessing from above) is less 
under you than it used to be formerly, and that the lands yield 
less to our labours.” 

“True, my old friend, but do you know the reason why?” 

‘cc No.” 

“Then I will tell you. Forty or fifty years ago, in what you 
call the times of burkut, the cavalry of Seikh freebooters from the 
Punjab used to sweep over this fine plain, in which stands the 
said village from which you are all descended; and to massacre 
the whole population of some villages and a certain portion of 
that of every village; and the lands of those killed used to lie 
waste for want of cultivators. Is not this all true?” 

“Yes, quite true.” 

Mr. W. H. Moreland gives his views on the subject as 
follows :—‘‘A poll of agriculturists would give a vast majority in 
favour of the view that fertility has decreased. To some extent 
this opinion is a psychological phenomenon, for the agriculturist’s 
golden age lies always in the past; but its objective basis of truth 
depends upon the period over which the comparison is made. <A 
large portion of the land in the north of the provinces (U.P.) has 
within living memory been brought under the plough after a rest 
that probably lasted some centuries. It would be contrary to all 
experience that this land should maintain its virgin productivity 
under continued cropping. . . . But there is no evidence what- 
ever, and I think there are no grounds to infer, that there has 
been any progressive decrease of fertility once the period of virgin 
productivity has passed.” 
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(ii) In the next chapter, the increased demand for commodities 
in India is taken as a factor in the rise of prices. This increased 
demand is attributed to a rise in the standard of living of all classes 
of society, and to the growth of population in cities and industrial 
centres. The following extract is interesting :—‘A noticeable 
change has taken place in the style of living of all classes of 
society, upper, middle, and lower, and the demand for all kinds 
of the necessaries of civilised existence in regard to food, clothing, 
housing, education, and society has increased. . . . Among the 
upper and middle classes there was visible, everywhere, a tendency 
for the gradual assimilation of the western style of living, so far 
as is consistent with local conditions. ... The change in the 
standard of living among these two classes has been progressing 
for a long time past, and cannot be said to have followed the rise 
in prices. .. . This cannot be said of the lower classes of the 
population. In that class also there has been a distinct improve- 
ment in the style of living. It is not uncommon for them now to 
use shoes of European pattern, clothing of a finer texture, shirts, 
coats, jerseys, pagris and caps, umbrellas, copper and brass utensils, 
lanterns, &c. They are also able to afford wheat flour and the 
other betier kinds of food grains, to indulge in tea and coffee, and 
in many cases mud houses and thatched roofs are giving place to 
masonry buildings and corrugated iron, or, at least, tiled roofs. 
But it is difficult to say whether this improvement is the cause or 
the effect of a higher level of prices.” 

How inconsistent this is with the contention mentioned above, 
that production does not keep pace with the growth of population, 
needs no further comment. But here, again, Mr. Datta falls into 
error. A rise in the standard of living does mean that a change 
takes place in the relative demand for goods. Those goods of less 
urgent necessity will be more in demand than the bare necessaries 
of life. We should expect to find the prices of luxuries rise more 
rapidly than the prices of necessaries, and that is what has 
happened in India. But a rise in the standard of living, by which 
he means an increased consumption of goods, affects both supply 
and demand. Increased consumption is the counterpart of in- 
creased production. When “prices in general” and ‘commodities 
in general” are under discussion the words “supply” and 
“demand” are conjugate terms in the same sense as the terms 
“sale” and ‘‘ purchase,” and an increase in the one of necessity 
means an increase in the other. India and the world have required 
more goods, and India and the world have found a way of pro- 
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ducing more goods. This increased demand, which he speaks of, 
or the increased quantity of commodities which finds its way to 
the world’s markets, causes prices to fall—not to rise. Mr. Datta 
has committed the fallacy of reasoning from the particular to 
the general case. Can he be persuaded that we, one and all, can 
make a living by taking in each other’s washing? It is true that 
an increase in demand for a particular commodity will bring about 
a rise in its price. We here consider one good against all other 
goods, including the medium of exchange; but by an increase in 
the demand for “goods in general” we consider all goods on the 
one side and the medium of exchange on the other. To make it 
possible to buy and sell this increased goods supplied and 
demanded there must take place either an increase in the medium 
of exchange or a fall in prices. 

(iii) The expansion of the means of transport is taken as 
another cause. Railways have now linked up the different parts 
of India, .and from 1890 to 1912 the mileage of railways has 
doubled, from 15,860 miles in 1890 to 31,981 miles in 1912. The 
number of passengers carried has trebled, so has the number of 
ton-mileage of goods. The average charges per ton-mile has 
fallen from 7°11 pies to 473. Ocean freights have also fallen. 
The levelling effect of these developments on prices is pointed 
out, and incidentally the similar effect of better organisation for 
the buying and distributing the produce of India is noted. 

Yet the report does not emphasise this factor, and no pains are 
taken to point out how important this development has been in 
sending up the prices of export commodities in inland stations. A 
comparison of the prices of the great stable commodities in Great 
Britain, at the Indian ports, and in inland stations, shows clearly 
how this factor has operated. 

Prices of wheat have risen by a larger percentage at Karachi 
than at Liverpool, and by a larger percentage in the Punjab than 
at Karachi. So also taking cotton, jute, and rice into account, the 
effect of cheaper transport makes itself clear. Unfortunately, the 
index number of prices given in the report is based largely on 
goods exported, and the prices of such goods is averaged for a 
number of stations, at the ports and inland, so that the effects of 
transport is lost sight of in a meaningless average. The effect of 
cheaper transport and falling railway freights can be traced far 
earlier than the period of inquiry. 

(iv.) “The improvement in the general monetary and banking 
facilities and an increase in credit” is next considered. The 
growth of capital and deposits of the Presidency and other banks 
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whose head offices are located in India is shown by the following 
table, which I have abbreviated :— 





Total Capital Total cheques 





Year. Total Private cleared in 
of a Deposits. Bombay, Calcutta 
y and Madras. 
Lakhs of Rupees. | Lakhs of Rupees. | Lakhs of Rupees. 
1890... “tf 4,99 - | * 30,00 137,75 
1895... ae 5,85 34,94 175,79 
1900... are 6,87 | 38,33 212,35 
1905... bes 7,86 59,16 | 300,45 
1910s ee 10,67 | 92,99 | 410,08 
i) re eee 11,13 96,04 454,51 





There has been also an increase in the volume of notes and coins 
in circulation, due to the increased use of the currency note, and 
due to the coinage at the mints. The estimated stock of rupees 
and currency notes are given in the table below. 











| e 
| Actual circulation | P a of Index Number | a _— 
Veen. | of notes and — oumnions | of rupee prices, | aoa a 
| rupees in India. | 1890-94, | Pase 1890-94. | scoala ten Seales 
(in Crores of 
Rupees). | 
1890... 120 | 92 97 | 97 
an 132 101 | 101 110 
1900. | 134 | 103 | 122 128 
1901... 150 | 115 | 116 136 
1902... | 143 109 111 | 140 
1903. 147 113 107 | 148 
1904. 152 116 106 | 160 
1905 i... | 164 | 126 | 116 163 
1906... 185 | 142 | 129 179 
1907 onl 190 | 145 133 188 
1908 i... | 181 139 | 143 185 
1909 Sl. | 198 | 152 133 193 
1910. | 199 | 152 | 132 | 202 
1911 = 209 160 | 134 222 
a 214 | 164 | 141 —_ 


| | 


This remarkable expansion leads to the following conclusion :— 
“The growth of the volume of currency (including notes) has not 
been incommensurate with the growth of business and other 
demands for currency, and in the absence of any indications of a 
redundancy of rupees, for any length of time, it is clear that the 
rupee coinage of the Government of India could not have exercised 
any important influence on the level of prices. The same, how- 
ever, cannot be said of credit. It has been already explained that 
credit has developed considerably in this country. Although it is 
not possible to gauge the extent of this development with any 
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great accuracy, the growth in the Capital of Banks, their private 
deposits, and the Clearing House returns would be some sort of a 
rough guide. (This has been) much larger than the growth of 
business, and has, as already explained, contributed to a certain 
extent to the rise in prices in India.” 

How it is possible to separate the effects of currency and of 
credit on prices is not clear. Remembering the peculiar relation 
of the rupee to gold, it is difficult to see how the rapid development 
of credit and the expansion of the currency can affect prices in 
India. The value of the rupee has remained relative to gold at 
about 1s. 4d. since 1900 by the action of the “Gold Exchange 
System.” The expansion of credit has not economised gold, but 
silver rupees. The expansion has decreased the necessity of coin- 
ing rupees as trade expanded and as the value of gold fell. Were 
credit to expand at an extremely rapid rate, it might become 
necessary to sell reverse council bills, in order to take rupees out 
of circulation and in order to maintain the “exchanges.” The 
value of the rupee, even in such a case, would be maintained at 
1s. 4d. The economy is in silver, not in gold. Yet there may be 
potentially, an economy of gold; for, by the expansion of credit, 
there would be less likelihood that the sovereign would be needed 
to compass transactions of higher denominations. 

It is true that credit and rapidity of circulation in countries 
which have not a Gold Exchange Standard go to determine prices, 
but in India they determine the number of rupees in circulation— 
not prices. For the benefit of a person who has not yet under- 
stood the meaning of a “relation” or of the interdependence of 
quantities expressed in a formula, and who still thinks in the mis- 
leading terms of cause and effect, one may say, that, in the worid 
at large, prices are determined by the quantity of the media of 
exchange, but in India the quantities of the several media of 
exchange are determined by prices. Curiously enough, the expan- 
sion of credit in India may have had an influence on prices in 
China, through its effect on the value of silver, causing prices 
there to rise. 


IIT. 


Next come the world factors, or the causes affecting prices 
in all countries in the world and not confined to India. 

The first of these is the “increase in the world’s demand for 
commodities.” A table showing the world’s supply is given. The 
report says ‘‘it is difficult to allocate the share of the increase in 
prices due to the increased demand.” I should think so! 
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The increased production of gold from the mines, and the 
development of credit, are discussed at some length. There has 
been an increase in each, as is well known, but it is strange that 
the increase of credit during the period from 1870 to 1896, when 
prices were falling, is not contrasted with the expansion after- 
wards. The figures given lose point without the comparison. 

The effect of war on prices is also discussed, and it is con- 
cluded that war has been an important factor contributing to the 
rise of prices. The various wars are enumerated and opinions 
cited. 

Undoubtedly, war has an effect on prices, but the effect is often 
exaggerated. The wars of the last two decades, excepting the 
present war, have destroyed comparatively very little of the 
existing fixed capital. The instruments of production have not 
been seriously diminished. The capital which is wasted by war is 
the new capital which has not yet been converted into the instru- 
ments of production. The millions which figure as war loans 
are not the cotton mills, nor the iron works, nor the ploughs, nor 
the cattle used in production. The millions borrowed come from 
the annual income of goods produced. Although this wastage does 
not destroy much fixed capital, yet it prevents the progressive in- 
crease of it. Fewer mills are erected, fewer ships are built, exten- 
sion of trade is hindered. Clearly then, the effect on prices is 
this :—With the outbreak of war the disturbance to trade may 
send prices up or down, depending on the amount of hoarding and 
the destruction of credit involved, and on the disturbance caused 
to production and distribution of goods. After the war, the rise 
in prices due to the destruction of capital would not be great, but 
there would be no fall in prices, as no progress had been made in 
industry. War hinders the progressive cheapening of goods which 
results from peaceful expansion in trade and industry. 

As regards preparation for war in times of peace, the effect 
on prices is misunderstood. The preparation does not cause a con- 
traction in total production ; it alters the relative demand for goods. 
If more goods are produced, owing to warlike preparations, we 
should expect a fall in prices. If, however, the preparation for 
war merely diverts capital and labour from the production of goods 
commonly used by civilians to the production of goods used 
by soldiers there can be no rise in price levels as a result. 
The making of guns will have the same effect on price levels as 
the making of bicycles. The labour and material is paid for in 
the same medium of exchange in both cases. But, then, were this 


labour used in producing goods consumed in the ordinary walks of 
* 29 
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life, we should expect a progressive fall in the prices of these 
goods. 

These chapters end by an enumeration of a series of “other 
causes,” which may have influenced prices. 


: IV. 

The next four chapters discuss particular influences which have 
brought about price changes in the more important commodities, 
and a “‘synopsis of the causes of the rise of prices.” 

The effects of the rise in prices are discussed in chapters 
XII. and XIJI., under the following heads: (1) the effect on the 
country as a whole; (2) the effect on different sections of the 
community; (3) the effect in the different economic tracts or 
circles into which India has been divided. 

Under the first heading it is pointed out that, India, being a 
“debtor” country, gains by the rise in prices, for the real value of 
her sterling obligations decrease as prices rise, or, stated differently, 
India exports a smaller quantity of goods to meet the interest on 
borrowed capital and other charges. It is estimated that “India 
as a whole has thus gained, by the rise in the prices of her net 
exports, annually Rs. 1,06,00,000 during 1895-96 to 1899-1900 ; 
Rs. 3,09,00,000 during 1900-01 to 1904-05; Rs. 14,67,00,000 
during 1905-06 to 1909-10; and Rs. 34,19,00,000 during 1910-11 
and 1911-12.” It is further maintained that the rise in prices 
has brought prosperity to the country as a whole. The absorption 
of the precious metals is explained by this prosperity. From 1900 
to 1911 (12 years), £116,000,000 of gold and 1,600,000,000 tolas 
of silver were absorbed, as against £27,000,000, and 1,150,000,000 
tolas during the preceding twelve years. Again, the growth of 
exports and imports are similarly explained, having more than 
doubled since 1890. The increased consumption of articles of 
luxury imported from foreign countries, the growth of the Indian 
revenues, growth of post office and telegraph business, of life in- 
surance, and of passenger traffic all point to the same conclusion, 
or can be explained only by the increasing prosperity of India. 

The effect on different sections of the community is dis- 
cussed at great length, but the conclusion in brief is given in the 
following paragraph. “Landlords have, except in some special 
areas, received increased cash rents, cultivators increased profits 
from agriculture, and wage-earners generally have gained in con- 
sequence of their wages having increased more than prices. It 
is only persons on fixed salaries or dependent on incomes from 
securities and shares, and professional men who live upon cus- 
tomary fees, who have suffered by the rise in prices, as their 
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income, not being at all elastic, has not risen sufficiently to meet 
the increased cost of living.” 

The first volume of the reports ends with nineteen appendices 
on various topics ; the collection of price statistics, index numbers, 
the quantity of rupees in circulation, and a brief history of the 
Indian Currency system are among the subjects discussed. 

Volumes IT., III., and IV. give statistical tables of prices, 
index numbers, wages, and trade returns. The tables are com- 
prehensive and well arranged, and ought to prove extremely 
valuable to other investigators into the economic life of India. 
Volume V. contains a large number of curves produced from the 
tables in the earlier volumes. They reflect credit upon the 
printers, and would have been more creditable to the authors had 
they been accompanied by explanatory notes of their utility and 
purpose. 

Considering the work as a whole, one is struck by the enor- 
mous amount of work which it has involved. The material 
collected in the form of statistics and of information on the 
economic conditions in India will be invaluable. A feeling of 
disappointment arises on considering the conclusions drawn from 
such abundant material. The conclusions are often weak and 
even erroneous. The problem is still without solution; but the 
material collected with such care and energy may, perhaps, lead 


to its solution. 
T. T. WILLIAMS 


Dacea College. 





VALUATION OF MANCHESTER CoTToN FACTORIES IN THE EARLY 
YEARS OF THE NINETEENTH CENTURY. 


WITH reference to the interesting note by Professor Clapham 
in the September number of THE Economic JouRNAL on ‘“‘Some 
Factory Statistics, 1815-16,” the following copy of a valuation 
of Manchester factories, preserved among the records of McConnel 


and Kennedy,! may be of some importance. The valuation is 
undated, but in all probability it was compiled in 1809, in con- 


nection with a dispute that was taking place regarding the 
assessment of cotton factories. On March 27th of that year a 
meeting of Manchester cotton spinners was held, at which the 
two following resolutions, among others, were passed :— 

“That it is the opinion of this meeting that the property of 
cotton-spinning factories is over-estimated in the assessments.” 

“That Mr. James Wallace and Messrs. Wright and Son be 
appointed to value the whole of the houses, etc., in Oldham Street 


1 Economic Journal, June, 1915, pp. 175-188. 
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and King Street,’ with a view to ascertain what percentage the 
assessments bear upon property, and to compare it with that of 
cotton factories.” 

Taking into account the purpose of the valuation, and the 
fact that one factory wholly destroyed by fire and another par- 
tially destroyed are included, also that the valuation goes so low 
as £200, it is reasonable to infer that it is a complete list of Man- 
chester cotton-spinning factories at the time. 

Although no indication is given of the numbers of workpeople 
employed by the various firms, it is known that McConnel and 
Kennedy made no additions to their premises between 1805 and 
1818,2 and there is no reason to suppose that the number em- 
ployed by them was materially different in 1809 from the 1,020 
given in the 1816 Report to which Professor Clapham refers. A 
comparison of the valuations may give some indication of the 
numbers employed in the other factories. 


VALUATION OF FACTORIES IN MANCHESTER. 


Names of Occupiers. Value. Names of Occupiers. 
£ 
Robinson and Ingle... ... ... 998 | John Branch 
Francis Westerman (part burnt) 429 | Mr. Turner Se 
Smith and Townley ... ... .... 2,927 | Thomas Grocott “ 
Mr. Darley (burnt down) .. oo Smith and : dll 


Smith and McMurdoe...._ ... 2,042 | Robert Duck 
James Gratrix ... os» ee 2,177 | Mr. Drinkwater. 
B. and W. Sandford... ... ... 2,161 | J. T. and E. Lewis .. 
Thomas Boond . see eee eee 3,113 | James Chapman 
Holt Town ... ... «2. «++ «ee 7,204 | Appleton and Ogden 

«ee eee 4,078 | James Ollivant... ... 
Benjamin Gray and Co. .. 4,873 | Fogg and Hughes 
James Kennedy (new factory) « 5,749 | George Smith ... ... 
Jonathan Pollard... . 9,564 | Joseph Shackeray ... 
Carr and Halliday ... ... ... 2,473 | Mr. Partington... 

soe eee eee =1,734 | Brewer and Fort 
James Kennedy... 4,225 | Jeremiah Bury... sen 
McConnel and Kennedy . .18, 153 | Assignees of William Kirby «» = 3,805 
Adam and George Murray . 20,456 | Gregg and Ewart ... ... ... 4,217 
Archibald Carruthers... ... 1,436 James Newton and others... 6,126 
Charles Ryder ... ... ... ... 3,484 | Dunnington and a ose 6 Shee 
John Pass ... ... ose oes «eo 871 | Joseph Dunkerly ... ... ... 1,583 
James Marshall .. <9 eve ose SgBBO |) SORIGM CROPIOY..... ceo seo ose Sphde 
Exors. of late John Simpson .. . 10,130 | Hannah Gatcliffe cas ue us 
Francis Reynolds... ... ... 1,474 | Captain Brown... .. a0 69 
William Joules ... ... ... ... 3,433 | Gough, Loyd, and Clowes — 
Mr. Fray ... vee eee eee = 941 | William V right ere ie 
Scott and Walker “ae 584 | Touchet and Harrison ... :.. 1,910 
Thomas and John Houldsworth 9,279 | William Robinson ... ... ... 9,647 
William Greehow... ... Og Ca a rrr 407 
Marsden and Grantham ... ... 1,502 | David Waddle... ... ... ... 952 
Robert Schofield ... ... ... 2,660 | George Robinson ... ... ... 200 
Charles Bennett... ... ... ... 4,605 | John Dillworth for reg oe 365 
Horatio Barton... ... ... oo 1,246 —_ 
Total ... ... £238,432 


G. W. DANIELS 


1 Tt is almost unnecessary to say that these streets have long been occupied 
solely by business premises, 2 Ibid., p. 178. 
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THE PROFESSIONAL EMPLOYMENT OF WOMEN. 


So many employers are now having to consider for the first 
time the necessity of employing women that the moment seems a 
timely one for suggesting new methods of organisation and criti- 
cising certain ideas obtaining amongst national and municipal 
authorities with large powers of prescribing the conditions under 
which women may be employed. 

§ 1. Confining attention to professional work—that is, to work 
requiring, besides a fair general education, either special training 
or that combination of practice with active intelligence which 
deserves the name of experience—the first idea which needs 
destructive criticism is the current notion that an unmarried 
woman can live more cheaply than an unmarried man. 

Even in normal times this is far from being the case. A 
young woman finds much greater difficulty in securing cheap 
lodgings than her brother does, and, for obvious reasons, must 
be much more careful in choosing from those available. She fre- 
quently, therefore, has to pay more rent than a young man in 
the same position. Her clothing costs her as much as his ; indeed, 
it is generally alleged to cost more. Cheap restaurants do not 
generally supply smaller portions to suit women’s smaller appe- 
tites. Theatres and concert rooms, trains, trams, and omnibuses 
make no reduction in prices for her. 

It was in this professional class that the pocket-money salary 
used to be most prevalent and most disastrous. In the last few 
years its pernicious effects were being widely recognised. There 
is a great danger at the present time of their being ignored. 

Pocket-money salaries tend to bring into the labour market the 
inefficient and also those who use their badly-paid employment 
as a cover for other ways of obtaining money. At the same time 
they lower the salaries of the efficient, and tend to destroy their 
efficiency. There is a close relation between inefficiency and 
immorality ; each tends to produce the other. And of late years 
our young women have perceived this interaction, and have come 
to recognise that it is immoral to accept less than a living salary. 

The unmarried adult man’s minimum should therefore be 
recognised as the unmarried woman’s minimum in the same 
social class. And all true economists should recognise that to 
pay less than this minimum is extravagant wastefulness. Dock 
all the higher-paid officials of half their salaries by income tax, 
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if need be; but do not lower the minimum rates of any scales of 
pay, especially at a time when all prices have risen. 

§ 2. There are certain economic facts which everyone will 
admit when they are clearly stated. If a salary of £120 will 
bring into the market persons capable of doing three times as 
much work.as the persons attracted by £65, it is more economical 
in every respect to employ three such persons at £120 than eight 
of the others at £65, quite apart from the saving in room space. 
If overtime payment is the only means by which persons are 
rewarded for increased output, there will be a tendency to slacken 
speed and diminish output during normal hours. If salaries 
are only raised coincidently with an increase in the number of 
subordinates doing the same kind of work there will be a 
tendency for work to require a larger number of persons to be 
engaged. 

Apply these elementary principles to the methods of remunera- 
tion of typists, and in most offices where several typists are 
engaged on any work not absolutely of a routine character large 
economies could be effected. Both typing and the arithmetical 
part of statistical work bring out wide ranges of difference in the 
speed with which accurate work can be done. 

§ 3. In the junior grades of professional work, in which little 
more than a good school education and a few months’ technical 
training are required as preliminaries to paid employment, there 
is no gain to large employers in engaging unpractised girls. The 
reasons which make it desirable to get the pick of youths while 
they are quite young by graduated scales of payment which secure 
a future to the candidates selected by competitive examination, 
do not apply in the case of women typists. The need for capable 
young men in the upper grades of commercial employment is so 
great that the Civil Service could not retain them after the age 
of five-and-twenty except by giving them special terms. It is the 
other way round with young women typists and clerks. At the 
age when they are acquiring speed and accuracy they have the 
most opportunities of changing their work, and when they have 
acquired competency in all branches of their work no higher 
branches are open to them, and security of tenure becomes of 
vital importance to those who recognise that they must be 
entirely self-supporting in the future. 

It is therefore short-sighted for any authority to insist on 
engaging unpractised young women at the lowest steps of a scale 
instead of securing fully competent women at any rate that they 
may happen to be worth. 
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§ 4. The work on which professional women can be employed 
may be classified as being :— 

(1) Neutral work, in which it is a matter of indifference 
whether it is done by men or by women if they can do it equally 
well. Most of the work of the Post Office is of this character. 

(2) Women’s work, supplementary to what is mainly men’s 
work. A good deal of controversy would arise in determining 
what work should come under this heading, but very little as to 
what does come under it, e.g., nursing under the War Office, 
prison inspection under the Home Office, inspection of work- 
houses under the Local Government Board. 

(3) Women’s work, frequently controlled by men from finan- 
cial reasons, but almost invariably superintended by women. 

So far as the national and municipal services are concerned, 
women’s work is for the most part being left undone. But just 
in proportion as the need for it is recognised, the need for the 
services of married women will be recognised. 

Work which is really women’s work requires, in addition to 
training, experience of a kind which is much more easily obtained 
by married than by unmarried women. It is far more skilled 
and more necessary than “neutral” work. When it becomes 
compulsory for every local authority to make provision for the 
prevention of disease by means of maternity centres, school 
clinics, trained midwives, health visitors, &c., it will be found 
that the supply of efficient unmarried women will run short. 

The six-day week is inevitable in all “neutral” work, but 
there is no reason at all why it should prevail in the organisa- 
tion of “women’s” work. 

As soon as quality of work.is of more importance than quan- 
tity, hours of labour can and ought to be shortened without any 
loss in effectiveness. 

The married woman doctor could do as useful consultative 
work in six half-days at a maternity centre as she would have 
done in five whole days before marriage. 

The married health visitor working four full-time days on a 
plan prepared in her office by her clerical assistant could do more 
effective work than the inexperienced full-timer appointed to 
succeed her on her marriage. 

The importance of experience as a paid worker before mar- 
riage cannot be over-rated at the present time, and the first 
experiments in employing married women for administrative or 
peripatetic work should be made with women whose powers of 
work have been tested before marriage. But it is not in the 
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interests of the community that they should be asked to leave 
their homes for a 53-day week, nor would the authority employing 


them attract the most capable women under such a system. 
C. E. Conner 





THE BRITISH ASSOCIATION (SECTION F), 1915. 


THE meeting of the Economics and Statistics Section of the 
British Association was held at Manchester in September under 
changed conditions, occasioned in part by the war, in part by 
other circumstances. For some time it had been felt by the 
officers of the Section that the traditional method of a succession 
of short papers, followed by a brief discussion of each, was not 
the best method of making the proceedings of the Section as 
useful as they might otherwise have been. Recently an attempt 
was made to group several papers together, the reading of which 
was followed by a general discussion. Still, it remained doubtfui 
whether the limitation of time permitted of any extended reading 
of papers, and during recent years there has been a growing feel- 
ing amongst the officials that it might be advantageous to dispense 
with papers as far as possible. An indirect consequence of this 
attitude was that the organising committee would require to out- 
line a programme of subjects and largely confine discussion to 
these. For the last two or three years up to 1913 (1914 was the 
Australian meeting, which was held under special conditions) the 
proceedings were in effect a compromise between the different 
methods of arrangement; usually one day was assigned to a 
general discussion without papers, and the remainder of the time 
to papers grouped as far as possible. The reason for this was that 
the Recorder usually found that several papers of great merit 
were offered which did not fall within the prescribed programme. 

The war introduced a new situation. The Organising Com- 
mittee at once recognised that the Section would be most useful 
in devoting all its available time and energy to “war economics.” 
Early in the year it was decided to concentrate discussion on 
three topics—namely, the problem of diminishing friction in the 
adjustment of wages, the position of labour after the war, and 
the state of credit, currency, and finance as affected by the war. 
The last two questions called for a considerable amount of investi- 
gation, and, since Research Committees can only be appointed 
at the General Meeting, it was decided, after consultation with 
the general officers, to constitute two conferences to investigate 
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and report on these questions. The invitations of the Organising 
Committee to a number of experts to serve on these bodies met 
with a most gratifying response, and two strong Conferences were 
constituted. Needless to say, owing to the want of time and 
also to the changes in the phenomena under investigation, neither 
Conference could present more than an interim report. As 
regards labour after the war, the Conference dealing with this 
subject decided to confine its inquiries to the increased employ- 
ment of women. This Conference made its chief investigations 
in London, Birmingham, Manchester, and Leeds, under the 
Chairmanship of Professor Scott, F.B.A., with Professor Kirkaldy 
as Secretary. A sub-committee was formed for the London 
district, of which Professor Hobhouse was Chairman, Mr. J. 
St. G. Heath Hon. Secretary, and Mr. E. F. Hitchcock Secre- 
tary. Miss Anne Ashley and Professor Kirkaldy organised the 
investigation in the Birmingham district. These two sub-com- 
mittees were able to secure the services of some twenty special 
investigators. The interim report brings out a number of facts 
of interest, particularly the serious shortage of skilled work- 
people, the considerable extension of women’s employment, and 
“the limited extent to which women have replaced men, in the 
sense that women are now doing work previously done by men.”’ 
It will be interesting to notice if the last observation (which was 
based on the conditions as far as they had developed up to 
August) will be maintained in the future. 

The other Conference, of which Professor Scott was Chairman 
and Mr. J. E. Allen Secretary, included professional economists 
and financial experts in approximately equal numbers. Amongst 
the former are Professors Bastable, Gonner, Nicholson, and Kir- 
kaldy, and amongst the latter Sir E. Brabrook, Professor Dicksee, 
Mr. Hirst,and Mr. Sykes. Mr. Austen Chamberlain was a member 
until he was appointed Secretary of State for India. A large 
number of memoranda were contributed by experts who could 
speak with authority upon some special subject, as, for instance, 
Mr. E. J. Davies, Mr. E. L. Franklin, Mr. A. H. Gibson, Dr. 
C. K. Hobson, Mr. Joseph Kitchin, Mr. Robert Lumsden, Mr. S. 
Metz, of Amsterdam, Sir R. H. Inglis Palgrave, F.R.S., and 
Mr. W. F. Spalding. The interim report dealt with the Emer- 
gency Measures of 1914, the Direct Effect of the War on Credit, 
War Measures and Currency, Public Borrowing as Affecting 
Credit, War Taxation, and War and the Foreign Exchanges. 

At the meeting after the Presidential Address by Professor 
Scott, which dealt with Economics and the War, the remainder 
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of the first day was assigned to a discussion of the creation of 
industrial harmony between employers and employed, which was 
introduced by Professor Kirkaldy, the Recorder of the Section. 
The chief speakers were Sir Charles Macara, Sir Hugh Bell, Mr. 
Will Thorne, M.P., Councillor James Johnston, Mr. Pickup 
Holden, -Mr. Alfred Evans (Secretary, Union of Printing and 
Paper Workers), and Professor Scott. The second day was 
assigned to the interim report of the Conference on Labour in 
relation to the War, which was presented by Mr. Hitchcock and 
Miss Ashley. The third day similarly was given to the interim 
report of the credit conference, which was introduced by Sir E. 
Brabrook and Mr. J. E. Allen. M. Yves Guyot was one of the 
speakers in the subsequent discussion. On the last day there was 
a paper by Archdeacon Cunningham, F.B.A., which dealt with 
some of the effects of the war on industry ; which was followed by 
the discussion of the report of the Research Committee on the 
question of fatigue from the economic standpoint, of which Com- 
mittee Professor Muirhead was Chairman, Miss B. L. Hutchins 
Secretary, and Mr. P. Sargant Florence Organising Secretary. 
The proceedings of the Section aroused considerable local interest, 
and it was found impossible to accommodate all those who wished 
to hear the speeches, nor were there sufficient copies of the reports 
available to supply all the applications. Accordingly, the Com- 
mittee decided to print the transactions of the Section, and this 
volume should be issued shortly. It will comprise the 
Presidential Address, a shortland report of the speeches on the 
promotion of industrial harmony, the reports of the two Confer- 
ences, and Archdeacon Cunningham’s paper. 


W. R. S. 


OFFICIAL REPORTS. 


Interim Report of the Departmental Committee appointed to 
consider the Production of Food in England and Wales. 
[Cd. 8048.] 1915. Price 1d. 

A Report by the Departmental Committee appointed to inquire 


into the question of maintaining and, if possible, increasing 
the Present Production of Food in Scotland. 1915. Price 2d. 


Report of the Departmental Committee on Food Production in 
Ireland. [Cd. 8046.] 1915. Price 3d. 
To be reviewed. 
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Index to Reports of His Majesty’s Diplomatic and Consular 
Representatives abroad on Trade and Subjects of General 
Interest, 1914. [Cd. 8003.] 1915. Price 54d. 


Financial Edition of the Manual of Emergency Legislation com- 
prising all the Acts of Parliament, Proclamations, Orders, 
etc., passed and made in consequence of the War and speci- 
ally affecting Financial Interests, to June 4th, 1915. Edited 
by Alexander Pulling, C.B., and published by authority. 
Price 1s. 

Reviewed above. 





First Report of the Committee on Retrenchment in the Public 
Expenditure. [Cd. 8068.] Price 1d. 
Tuis Report deals with the Post Office, the Road Board, the 
F-ocnditure of Local Authorities, New Appointments, and the 
ctatcuery Office. 


Correspondence relative to the Measures taken in certain foreign 
countries for the restriction of the sale of intoxicating liquors 
since the outbreak of war. [Cd. 7965.] 1915. Price 23d. 





First Report of the Committee appointed by the Secretary for 
Scotland to consider how far and by what means it will be 
practicable so to readjust the conditions of employment in 
the distributing trades, both wholesale and retail, in Scotland, 
as to release a larger number of men for enlistment or other 
national services, with the minimum of interference with the 
necessary operations of those trades. [Cd. 7987.| 1915. 
Price 14d. 


Report of the Departmental Committee appointed to inquire into 
the conditions prevailing in the Coal Mining Industry due 
to the War. Part I—Report. [Cd. 7939.] Price 53d. 





CURRENT ToPICcs 


TuIs is the hundredth issue of the ECONOMIC JOURNAL. 





Proressor I’. Y. EDGEWoRTH has been re-appointed by the 
Council to the Chairmanship,of the Consultative Editorial Board 
of the JouRNAL (the term for which he was originally appointed 
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coming to an end at the close of the present year). At the 
special request of the Council, he has consented to take up again 
during the continuance of the war an active, as well as a con- 
sultative, share in the management of the JOURNAL, and to give 
general assistance to the Editor, who is unable for the present 
to perform the full duties of editorship. 





Proressor H. StanuEy JEvons, Professor of Economics in 
the University of Allahabad, has been appointed Correspondent 
of the Royal Economic Society for India. 





THE following have been elected Fellows of the Royal Economic 
Society :— 

F. R. Callaghan. W. G. McDonald. 

EK. C. van Dorp. C. 8. Marshall. 

F. W. Eggleston. G. K. Mitra. 

R. B. Forrester. B. E. Murphy. 

A. J. van Hengel. M. A. Narayan. 

C. K. Hobson. S. N. Ray. 


M. Lynskey. 


THE Selskabet for Social Forisken af Krigens Folgen of Copen- 
hagen and the South African School of Mines and Technology 
have been admitted to Library Membership. 





RECENT PERIODICALS AND NEW BOOKS. 


The Quarterly Review. 


SEPTEMBER, 1915. Germany’s Food Supply. W. J. Asuuzy. The 
calculations of Dr. Eltzbacher (Die deutsche Volksernahrung) 
err on the side of optimism. Germany’s home supply of protein 
is considerably below the necessary minimum. There has been 
some importation. Still, the price of food has risen greatly—in 
Berlin 60 per cent. (in English large towns only 30 per cent.). 
And there has not been corresponding improvement of income. 
The want of fodder is a serious deficiency. The statistician 
Ballod prophesied last June that “if the war lasted a year longer 
Germany would be forced to reduce by one half the consumption 
of meat and beer.”” Meanwhile the man in the street, assured 
by the Government that there is sufficient food in the country, 
feels animosity towards producers and dealers in food. Prof. 
Ashley draws the corollary that the Government is not so efficient 
as hitherto supposed. 


The Edinburgh Review. 


OcToBER, 1915. Patriotism and Agriculture. RowLaND PROTHERO, 
M.P. Answers are given to five indictments against the farmer : 
under-cultivation, excessive war profits, escape from income-tax, 
not enlisting in due numbers, payment of inadequate wages. 


The Nineteenth Century. 


SEPTEMBER, 1915. High Finance and the Danger of Premature 
Peace. KE. Crammonp. Comparing the positions of the Central 
and the Allied Powers, the writer estimates that the number of 
casualties (including prisoners and missing) is almost identically 
5,700,000. The money losses, too, are nearly equal—44 thousand 
million sterling for the Central Powers, 54 for the Allies. He 
apprehends that the control of seeming English companies in 
the interest of Germany may lead to an inconclusive peace. 
The War Loan as an Instrument of Economy. J. A. Hopson. 
The capital value of the resources of Great Britain, some sixteen 
thousand millions and the four thousand millions which we may 
hold in foreign countries, are only available to a small extent 
to supply eleven hundred millions’ worth of military require- 
ments in the coming year. Say 250 millions are obtainable by 
selling foreign securities; there remains £850,000,000 of war 
goods to be provided out of our current real income; say 
£300,000,000, which would ordinarily have been saved, takes 
shape this year in war-goods; that capital is “let down,” suffered 
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to deteriorate, to the extent of £50,000,000. Thus the nation is 
called on to double its usual saving. But the Government, by 
borrowing rather than taxing, have postponed that pressure 
towards personal economy which taxation enforces. Loans, so 
far as they consist of purchasing power subscribed by banks— 
say two hundred millions this year—without any corresponding 
increase in the value of commodities, involve inflation. Economy 
is indeed compelled by inflation; but compared with the result 
of taxation it is later, harder, worse distributed, and more burden- 
some for the future. The Limits of Super-taxation. W. H. 
Matiock. Direct super-taxation of income at rates from 2s. in 
the pound for incomes averaging £600 to 15s. for incomes over 
£45,000 might bring in £200,000,000, the cost of a few weeks 
of war. The super-taxation of expenditure applied to the 
poorest classes would produce little but hardship. Applied to 
the richest classes, as it would cut off expenditure, the taxation 
would produce nothing at all except indeed a yood example of 
abstemiousness. Thrift no panacea without Increased Produc; 
tion. H.M. Hynpman. Suppose all the well-to-do classes were 
to practise the thrift inculcated by our statesmen. Not only 
shopkeepers, but “large numbers of those who manufacture, 
decorate, or make up articles of dress classed as luxuries would 
be thrown out of work.” Similarly as to other luxuries, the 
benefit to national finance would be less than is expected. The 
= recommends increased production, especially in agri- 
culture. 


The Contemporary Review. 


SEPTEMBER, 1915. The Coming Taxation. The same fund of actual 


wealth is available for war purposes, whether it be invited in a 
voluntary loan or taken by taxation. How far it is better to 
get at this wealth by borrowing rather than by taxing does not 
admit of exact definition. But “by general admission we have 
erred upon the side of under taxation.” <A tariff upon imports 
and the lowering of the exemption limit for the income-tax are 
deprecated. 


NoveMBER, 1915. Home Problems after the War. Sresonm Rown- 





TREE. The writer foresees three periods: (1) serious dislocation 
of trade, (2) feverish activity, (3) prolonged depression. To 
alleviate the unemployment anticipated in periods (1) and (3), 
he proposes several schemes: provision of working-class houses, 
afforestation and reclamation of waste lands, making new roads, 
clearance of slums, &c. 


Fortnightly Review. 


EMBER, 1915. The British Association and the Finance of the 
War. J. EK. Auten. The writer summarises the proceedings of 
the British Association last year appointed to consider the effects 
of the war on credit currency and finance—proceedings of which 
he himself as honorary secretary was a great part. To notice 
only one or two out of many important topics: as to the effect of 
increased paper currency on prices, the report deals cautiously 
with the opinion of Prof. Nicholson (noticed in the Economic 
JournaL, Vol. NXIT.), but some of the members are more 
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decided. Mr. A. H. Gibson “denies flatly that Treasury notes 
have had any measurable effect on prices,” and Prof. Foxwell 
is inclined to agree with Mr. Gibson. As to the choice between 
loans and present taxation, the Committee adopted Prof. 
Bastable’s opinion that “the need for immediate taxation is 
great.” Urging the speedy adjustment of the financial system, 
Prof. Bastable pointed out that even during the Napoleonic wars 
the borrowings of the State never absorbed the whole savings 
of the country; but the present rate of war expenditure exceeds 
threefold the annual savings of the United Kingdom in peace- 
time. He thought that “for a limited period of strain five hun- 
dred millions would be the available tax revenue.” 


The Round Table. 


DrecEMBER, 1915. Given the amounts of our national income, 
capital expenditure and saving (cf. “Round Tabie,” June, 1915, 
Economic Journau, Vol. XXV., p. 482), no inflation of currency 
will of itself increase the production of wheat or cartridges. 
“Living on capital in the sense of spending not a penny more than 
is absolutely necessary on the upkeep of roads, railways, houses, 
machinery, and so forth,” is practised in Germany. Perhaps 
the Dominions might support the common cause by money as 
well as men. To face the difficulty of obtaining imports, in- 
creased production and economy are required. There are also 
wise remarks relating to the temper of the people, Mr. Lloyd 
George’s dealings with the Trade Unions, and other aspects of 
war or prospects of peace. 


Statistical Journal. 


Juuy, 1915. The Effects of the War on the Overseas Trade of the 
United Kingdom. S. Rosenspaum. The Multiplier and Capital 
Wealth. Brrnarp Mauuet and H. C. Srrurr. An important 
article on the computation of the national wealth on the basis 
of the returns for legacy and estate duties. 


Banker’s Magazine. 

Aveust, 1915. War Loans, Interest, and Banking Deposits. A. H. 
Gigson. British and French Trade. KR. Bennam. The Com- 
pradore. W. F. Spaupine. Report of the Bank of France in 
1914. 

SEPTEMBER, 1915. United States Trade Development with South 
and Central America. J. Cuausen. The Gold and Currency 
Problem. A. H. Gipson. Canada and the War. F. W. Frexp. 

OcroBEeR, 1915. Effect of the War Loans on Savings Bank Deposits. 
A. H. Gisson. Report of the Reichsbank in 1914. 

NovEMBER, 1915. [Report of the Bank of the Netherlands, 1914— 
1915. 


Women’s Industrial News. 


Ocroser, 1915. A Comparative Study of the Occupations of Men 
and Women, with Special Reference to their Mutual Dis- 
placement, from the Census Returns, 1861-1911, with 
Diagrams. Dororay Haynes. An elaborate statistical study. 


No. 100.—vouL. xxv. UU 
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Women in the Furnishing Trades in London. Mrs. H. G. Hate. 
A Bibliography on Displacement. IRENE HERNAMAN. 


Board of Trade Labour Gazette. 

SepreMBER, 1915. The Labour Market. Trade Union unemploy- 
ment 1 per cent. in August, 0°9 per cent. in September, 0'8 per 
cent. in October. Unemployment in Germany. 2°7 per cent. 
in July, 26 per cent. in August, 26 per cent. in September. 
The period since the outbreak of war is reviewed. “Judging 
by the published statistics, it would appear that the disturbance 
of the labour market by the outbreak of the war was much more 
violent, while the process of recovery was much slower, in 
Germany than in England.” Retail Food Prices. In United 
Kingdom a rise of 1 per cent. in August, 34 per cent. in Septem- 
ber, and less than 1 per cent. in October, the aggregate rise 
since the beginning of the war being 41 per cent. In Berlin a 
rise of 26 per cent. in July, 3°38 per cent. in August, and 3°1 per 
cent. in September, the aggregate rise since the beginning of 
the war being 78'4 per cent. In Vienna the aggregate increase 
up to August is 863 per cent. Rise in the Cost of Living in 
Copenhagen. 

OctoserR, 1915. Wages during the War. Labour Disputes in 1914. 
Minimum Wages for Female Outworkers in France. 

NovemBeER, 1915. The War and Employment in France. The unem- 
ployed percentage of the total, which total includes the 24 per 
cent. of the mobilised workers, has fallen from 18 per cent. in 
January, 1915, to 12 per cent. in April, 1915, and 7 per cent. 
in July, 1915. Rise in the Cost of Living in Christiania. The 
Replacement of Men Clerks of Military Age. 


The Quarterly Journal of Economics (Cambridge, Mass.). 

Aucust, 1915. The Concept of Value. J. M. CuarK and B. M. 
ANDERSON. Germany’s Financial Mobilisation. Lupwie BEnp1x. 
Promotion as the Cause of Crises. MINNIE THRoop ENGLAND. 
Capital Investments and Trade Balances within the British 
Empire. T. H. Bocas. The British Taxes on Land Values. 
R. 8. Tucker. 


The American Economic Review (Boston). 
SEPTEMBER, 1915. The Crisis of 1914 in the United States. 
O. W. W. Sprague. The Tariff and the Ultimate Consumer. 
H. C. Emery. Amalgamation of Related Trades in Unions. 
T. W. GLockeEr. 


Political Science Quarterly (New York). 
SEPTEMBER, 1915. Canadian Government Annuities. F. A. CARMAN. 
The New Anti-Trust Acts. H. R. Seager. Going Value. J. 
Baver. Railway Rate Theory and Practice. E. R. DEwsnup. 


Annals of the American Academy (Philadelphia). 

Juty, 1915. This number is devoted to America’s Interests as 
affected by the European War. The subject of the SrpTemMBER 
number is America’s Interests after the War. Prof. W. G. S. 
Adams, G. Lowes Dickinson, Charles Eliot, and others take part 
in a discussion of World-Peace. 
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Journal of Political Economy (Chicago). 
October, 1915. Canadian Financial Problems. W. J. A. DONALD. 
War and Public Finance in South America. C. Luoyp JONES. 
NoveMBER, 1915. The Commerce of France in the Nineteenth Cen- 
tury. J. W. Thompson. Public Utility Capitalisation. R. E. 
Henman. The International Mercantile Marine Company. 
KE. A. SELLERS. 
U.S. Bureau of Labor Statistics. 

. 173. Index Numbers of Wholesale Prices in the United States 
and Foreign Countries. This is, in effect, an important treatise 
on the whole subject of index numbers, and will be reviewed as 
such. Part I. on “The Making and Using of Index Numbers,” 
is by Prof. Wesley C. Mitchell. Part II. is a collection of 
most of the principal index numbers which have been compiled. 


Journal des Economistes (Paris). 

Aveust, 1915. Les problémes économiques aprés la guerre. YVES 
Guyot. La guerre et l’industrie allemande en 1914-1915. A. 
RaFFALovicu. Les banques francais pendant la guerre. 

SEPTEMBER, 1915. Les problémes économiques aprés la guerre. 
Yves Guyor. 

Ocroper, 1915. Le Budget Britannique. Yves Guyot. Some 
features of our Budget displease the champion of free trade and 
laisser faire. 

NoveMBER, 1915. Le crédit britannique et la guerre. Y. Guyor. 
La théorie de la productivité finale et le profit. M. Brttom. 
With special reference to Professor Clark’s theory. Ce que 
donne le canal de Panama. OD. Better. 


Revue d'Economie Politique (Paris). 
Juty-Avaust, 1915. La Serbie. Son passé, son avenir. D. BELLET. 
La conception de Vhistoire . . . d’aprés Proudhon (suite et fin). 
Cu. TurGceon. Les cités-jardins. G. Brnott-LEvy. 


Giornale degli Economistt (Rome). 


Avuaust, 1915. I problemi del rischio nella vita economica. A. 
Benepuce. L’economia italiana in fronte alla chiusura del mer- 
cato Germanico. E. Auasia. 

SEPTEMBER. Sulla formazione dei prezzi a termine. C. BRESCIANI- 
Turroni. La Siberia come paese d’esportazione. JENNY 
GRIZIOTTI-KRETSCHMANN. 

Octoser. L’applicazione dei procedementi matematici alle scienze 
sociali. KR. H. Murray. L’esportazione del frumento dall’ 
Australia. A. GARIBALDI. 

La Riforma Sociale (Turin). 

Aua.—Sept.-Oct., 1915. L’occupazione militare nel passato e nel 
presente. G. Prato. La guerra e l’importa sulle successioni. 
(G. NavaRRA-CRIMI.) 


Scientia (Bologna). 


Aveust, 1915. The Economic Conversion of England. W. J. 
ASHLEY. The infractions of laissez faire consequent on war are 
set forth under seven heads, without much tenderness for 
“doctrinaire prejudice.” 
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NEW BOOKS. 


English. 


Bannincton (B. G.). English Public Health Administration. 
Introduction by Graham Wallas. London: P. 8S. King. 1915. 
Pp. 338. 

Barnett (the late Canon S. A. and Mrs. §. A.). Practicable 
Socialism. New Series. London: Longmans, Green and Co. 1915. 
Pp. 336. 6s. net. 

[A sequel to two previous editions, or rather series. The religion of the 
people, the recreation of the people, settlements, social service, are among the 
important subjects treated. To be reviewed.] 

EpcewortsH (I’. Y.). The Cost of War and Ways of Reducing 
It Suggested by Economic Theory. A Lecture. Oxford: University 
Press. 1915. Pp. 48. Is. 

[To be reviewed. ] 

Evans (Maurice §.). Black and White in the Southern States. 
A study of the race problem in the United States from a South 
African point of view. London: Longmans, Green and Co. 1915. 
Pp. 299. 78. 6d. . 

[The author, who dates from Durban, Natal, intelligently records the impres- 
sions of a visit to the Southern States.] 

Foster (WiuutAM). The English Factories in India, 1651~1654: 
A Calendar of Documents in the India Office. Oxford: The 
Clarendon Press. 1915. Pp. xxxix+824.\ 12s. 6d. net. 

[This volume bears no indication whatever that it is one of a series. It is 
astonishing that so careful a bibliographer as Mr. Foster should persistently 
neglect the elementary duty of numbering his volumes. To be reviewed.] 

Guosu (H. H.). Theory of Co-operative Credit, including a 
Brief Sketch of the Credit System. Second enlarged edition. Cal- 
cutta: 8. C. Audby. 1915. Pp. xii+212+xliv. 

[To be reviewed.] 

Hirst (F'. W.). The Political Economy of War. London: J. M. 
Dent. 1915. Pp. xii+3827. 5s. net. 

[This book ‘‘is intended as a critical examination of the economic causes 
and conse uences of war in general.’”” Reviewed above.] 

Hoare (H. J.). Old Age Pensions: Their Actual Working and 
Ascertained Results in the United Kingdom. With an introduction 
by Sir Laurence Gomme. London: P. 8. King. 1913. Pp. 196. 
3s. 6d. 

[Purports to be ‘“‘a practical and human account ”’ of the subject designated 
by the secondary title. To be reviewed.] 

Horry (J. B.). Vicious Circles in Sociology and their Treatment. 
London: Churchill. 1915. Pp. 34. 

JeEvons (H. Sranuey). The British Coal Trade. London: 
Kegan Paul and Co. 1915. Pp. 876. 6s. net. 


[Modestly described by the author as ‘‘intended to be a popular account of 
the coal mining industry and of the coal trade of the British Isles, in which 
special attention is paid to the economic and social aspects.’ After the 
description of present conditions the future production of coal is considered. 
The Coal Question is discussed afresh by a new Jevons. To be reviewed.] 


“ec 
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Lawson (W. R.). British War Finance, 1914-15. London: 
Constable. 1915. Pp. vi+367. 6s. net. 


[A valuable chronicle of events. Reviewed above.] 


SomBart (WERNER). The Quintessence of Capitalism: A Study 
of the History and Psychology of the Modern Business Man. 
Translated and edited by M. Epstein, Ph.D. London: Fisher 
Unwin. 1915. Pp. 400. 15s. net. 

[A translation of the work reviewed by the translator in the Economic 
JournaL for September, 1914.] 

Sonne (H. C.). The City: Its Finance, July, 1914, to July, 
1915, and Future. London: Effingham Wilson. 1915. Pp. 207. 
5s. net. 

[The history of financial arrangements during the first year of war leads on 
to estimates of our resources, compared with those of the enemy, for continuing 
the war. To be reviewed.] 

SpaLpinG (WiuuiaM F.). Foreign Exchanges and Foreign Bills 
in Theory and in Practice. London: Sir Isaac Pitman. 1915. 
Pp. xii+215. 5s. net. 


[To be reviewed.] 


Stuckey (JosepH J.). Table of Compound Interest at 4 per 
cent. and of Anti-logarithms to Sixty Figures to Base 1°00125. 
London: G. Allen. 1914. Pp. 117. 

[The table was originally intended to show the approximate value of £1 
accumulated at any rate of interest to intervals of § per cent. for any period, 
and now subserves additional purposes. ] 

STEVENS (Epwarp CLEVELAND). English Railways: Their 
Development and their Relation to the State. London: G. Rout- 
ledge. 1915. Pp. 332. 6s. net. 

[Aims at presenting a detailed historical account of the consolidation of 
English railways up to the year 1900. To be reviewed.] 

YorK MEmoranpuM Book. Part II. (1888-1493). (The Publica- 
tions of the Surtees Society, Vol. CXXV.). Durham: Andrews. 
1915. Pp. lxxiv +330. 


[Manuscripts relating to the government of the city of York, foreign trades, 
Misteries, and other matters are here printed, with an explanatory introduction. ] 


American. 


Cusninc (Harry A.). Voting Trusts: A Chapter in Recent 
Corporate History. New York: Macmillan Co. 1915. Pp. 226. 
6s. 6d. net. 


[To be reviewed. ] 


Drury (Horace B.). Scientific Management: A History and 
Criticism. (Studies in . . . Economics . . . Columbia University.) 
New York: Columbia University. 1915. Pp. 222. 7s. net. 

[To be reviewed.} 


EscHerR (FRANKLIN). Elements of Foreign Exchange. Fifth 
edition. New York: Bankers Publishing Co. (London: Effingham 
Wilson.) 1915. Pp. 160. 4s. net. 

Gras (Norman Scott). The Evolution of the English Corn- 
market from the Twelfth to the Eighteenth Century. Cambridge, 
Mass.: Harvard University Press. 1915. Pp. 498. $2.50 net. 

[Harvard Economic Studies, Vol. XIII. To be reviewed.] 
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Hsu (Moneton Cuig). Railway Problems in China. (Studies 
in... Economics . . . Columbia University.) New York: Columbia 
University. 1915. Pp. 183. 6s. 

Kina (WituForpD I.). The Wealth and Income of the People of 
the United States. (The Citizen’s Library of Economics . . . edited 
by Professor R. T. Ely.) New York: Macmillan Co. 19165. 
Pp. 278. 

[The money value of the economic goods possessed by the people of the 
Continental United States—107,000 million dollars (nearly) in 1904; the esti- 
mated income of the people—18,000 million dollars (nearly) in 1900, in 1910, 
30,530,000,000; the distribution of these immense totals among different classes, 
e.g. the estimated percentages of the total national income received respectively 
by labour, capital, land, and the entrepreneur; indices of prices and wages— 
these are specimens of the arduous subjects handled. The author is instructor 
in statistics in the University of Wisconsin. ] 

Patterson (E. M.). A Financial History of the Philadelphia 
Electric Company. Philadelphia. 1914. Pp. v+52. 

(‘While overcapitalisation is common among utility companies, the Phila- 
delphia Electric Company is one of the worst offenders in this respect.”] 

RatpH (GeEorGIE G.). Elements of Record-keeping for Child- 
helping Organisations. (Russell Sage Foundation.) New York: 
Survey Associates. 1915. Pp. 195. 

[Directions which seem likely to be of use to those collecting statistics 
relating to children.] 

THompson (C. Miuprep). Reconstruction in Georgia, Economic, 
Social, Political, 1865-1872. (Studies in iw ks Economics... 
Columbia University.) New York: Columbia University Press. 
1915. Pp. 418. 12s. 

[The transition from slavery to freedom, the economic progress and social 
changes during the period 1867-72—including disorders such as the ‘“‘ku klux ” 
organisation against the negroes—resulted in an advance towards ‘‘a wider 
democratisation of society.’’] 

THOMPSON (WaRREN §.). Population: A Study in Malthusianism. 
(Studies in History, Economics, and Public Law.) New York: 
Columbia University. (London: P. 8. King.) 1915. Pp. 216. 7s. 


[Several of Malthus’s conclusions are endorsed. To * reviewed.] 

Wartaral (TOSHIHARU). Nationalisation of Kailways in Japan. 
(Studies in... Economics... Columbia University.) New 
York: Columbia University. 1915. Pp. 156. 5s. 


[The nationalisation of the Japanese railways has not had a favourable effect 
on finance and industry, and modifications are proposed.] 


French. 


Annuaire Internationale de Statistique Agricole, 1918 et 1914. 
Rome : Institut International d’Agriculture. 1915. Pp. 786. Fr. 5. 

Boris (EuiacHEFF). Les rapports économiques et politiques entre 
l’Angieterre et 1’Allemagne. Paris: Giard and Briére. 1915, Fr. 4. 

[Text in Russian.] 

FigarD (JEAN). Lendemains financiers d’un guerre: Léon Say, 
ministre des finances aprés 1870-71. Paris: Alcan. 1915. Fr. 3. 

[With a preface by A. Liesse.] 

Guyot (Yves). Les Causes et les Conséquences de la Guerre. 
Paris: Alcan. 1915. Pp. vi+416. Fr. 3.50. 


(Largely reprinted from the Journal des Economistes. Part IJ. deals with 
the, economic causes of the war. Reviewed above.] 
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Mrrecourt (P. DE). Le commerce frangais aux mains des Alle- 
mands. Paris. 1915. Fr. 1.50. 

OuPHE-GALLIARD (G.). La force motrice au point de vue 
économique et social. Paris: Giard. 1915. Pp. 310. 

[Animal force, hydraulic power, steam engines, gas engines, electricity—the 
climax has not, as some reat resulted in the restoration of domestic industry.] 

Rapparp (W. E.). La révolution industrielle et les origines de 
la protection légale du travail en Suisse. 1914. Pp. viii+ 363. 
M. 7. 


[In the Collections d’études économiques suisses.] 


German. 


Béum-Bawerk (EveG. von). Kapital und Kapitalzins. I 
Abteilung: Geschichte und Kritik der Kapitalzins-Theorien. Dritte 
Vermehrte Auflage. Wagner: Innsbruck. 1914. Pp. xxxv+ 
747. M. 18. 


[This completes the third reconstructed edition of the late Professor Bohm- 
Bawerk’s great work. The second edition was reviewed in the Journat for 
March, 1901. To be reviewed.] 

EBELING (Huco). Wirtschaftliche Probleme bei den deutsch- 
englischen Zuckerhandel. Karlsruhe: ’G. Braun. Pp. viii+150. 
M. 38. 

[In the Volkswirtschaftliche Abhandlungen der badischen Hochschulen.] 


EuiensurG (Dr. F.). Das Geld im Kriege. Leipzig: K. F. 
Kohler. 1915. Pp. 56. Pf. 75. 

GrunTzeL (J.). Wert und Preis. Eine theoretische Unter- 
suchung nach realistische Methode. Munich: Duncker und Humblot. 
1914. Pp. v+220. M. 5.50. 

HEuFFERICH (K.). Kriegsfinanzen: Reichstagsrede am 10 Marz 
1915. Stuttgart-Berlin: Deutsche Verlagsanstalt. 1915. Pp. 56. 
M. 1. 

Isay (H.). Liberalismus und Arbeiterfrage in Belgien 
(1830-1852). Stuttgart: Cotta. 1915. Pp. xi+223. M. 6. 

[In the Miinchener Volkswirtschaftliche Studien.] 


KaurMann (Dr. W.). Die Einwirkung des Krieges auf die 
direkten Steuern im Kénigreiche Sachsen. Leipzig: Rossberg’sche 
Verlagsbuchhandlung. 1915. Pp. 44. 

KumpMann (K.). Friedrich List als Prophet des neuen Deutsch- 
lands. Tiibingen: J.C. B. Mohr. 1915. Pp. 52. 

LANDAUER (Dr. C.). Die Theorien der Merkantilismus und der 
Physiokraten iiber die 6konomische Bedeutung des Luxus. Miinchen: 
Max Steinzbach. 1915. Pp. 137. | 

Maisex (F.) and Spreruorr (8.). Osterreichs Finanzen und der 
_"s Miinchen and Leipzig: Duncker und Humblot. 1915. 

p. 38. 


{To be reviewed. ] 

Martens (H.). Die Agrarreformen in Irland, ihre Ursachen, 
ihre Durchfiihrung und ihre Wirkungen. Munich: Duncker und 
Humblot. 1915. Pp. xiv+282. M. 7. 

[In Schmoller’s Staats- und Sozialwissenschaftliche Forschungen.] 

PRANGE (Dr. O.). Deutschlands Volkswirtschaft nach dem Kriege. 
Berlin: Puttkammer and Mihlbrecht. 1915. Pp. 170. 
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Rresser (Dr. J.). England und Wir. ' Leipzig: S. Hirzel. 1915. 
Pp. 114. M. 1 pf. 20. 

Scumipt (Dr. P. H.). Weltwirtschaft und Kriegswirtschaft. 
Zirich: Art. Institut Orell Fissli. 1915. Pp. 28. 

Serinc (Max). Die Deutsche Volkswirtschaft wahrend des 
-Krieges von 1914-15. Berlin: George Reimer. 1915. Pp. 19, 
M. a7 

v. STenGEL (K. Frer.). Zur Frage der wirtschaftlichen und zoll- 
politischen Einigung von Deutschland und Osterreich-Ungarn. 
Minchen: G. D. W. Callwey. 1915. Pp. 46. 

[To be reviewed. ] 

Srrutz (Dr. G.). Einkommensteuerpflicht und Einkommen- 
steueranlagung im Kriege. Berlin: J. Springer. 1915. Pp. 75. 

WerBER (Dr. A.). Osterreichs wirtschaftliche Kriegsbereitschaft. 
Wien: Moritz Perles. 1915. Pp. 58. K. 1.50. 

[To be reviewed. ] 

Zaun (Dr. F.). Wirkung der deutschen Sozialversicherung, mit 
Nachtrag: Die Sozialversicherung und der jetzige Krieg. Miinchen, 
Berlin & Leipzig: J. Sweitzer. 1915. Pp. 116. 


Itahan. 


Goss (UuiIssz). Sulla misura del vantagio che il consumatore 
ritrae de uno scambio e sulla vendita del consumatore. Pavia. 1915. 
About 16 pages. 

[Notes on consumers’ surplus, with reference to recent writers Gini and 
Fisher, extracted from the proceedings of the Reale Istituto Lombardo.] ' 

Preziosi (G.). La Banca Commerciale e la penetrazione tedesca 
in Francia e in Inghilterra. Florence. Pp. vi+64. 1915. L. 1. 

Loria (A.). Verso la Giustizia Sociale. Vol. II., Nell’ alba di un 
Secolo (1904-1915). Milan: Societaé Editrice Libraria. 1915. Pp, 
vii+ 524. L. 12.50. 


AnprEADEs (A.M.). H AHMO3IA OIKONOMIA TON SIIAPTIATON 
Athens, 1915. Pp. 64. 


[The interest of an inquiry into the political economy of the ancient Spartans 
is enhanced by wide views of their institutions generally. ] 








